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FRIDAY, JULY 17, 1953 


House or RepresENTATIVEs, 
CoMMITTEE ON Post Orrice AND Civ SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 213, 
Old House Office Building, Hon. Edward H. Rees (chairman) pre- 
siding. 

The CnatrmMan. The committee will come to order. 

We will now proceed with our regular hearing. 

We have with us this morning the Honorable Joseph C. O'Mahoney, 
representing the North American Aircoach System, who will testify 
at this time. 

Senator O’Mahoney, we are pleased to have you with us this morn- 
ing and we will be glad to hear your testimony. 


STATEMENT OF HON. JOSEPH C. 0’MAHONEY, REPRESENTING THE 
NORTH AMERICAN AIRCOACH SYSTEM 


Mr. O’Manoney. I would like to talk against a little background 
here if I may. I brought a chart which I think demonstrates the 
theme that I want to develop before this committee: namely, the 
dramatic growth of domestic air traffic, particularly in the last 10 
years, an expansion which demands a modification of air policy and 
air law. 

The CHarrman. May I interrupt briefly? As I understand it, 
Mr. O’Mahoney, you represent the North American Aircoach System 
in your testimony here? Is that correct? 

Mr. O’Manonry. I do, sir. 

As the chairman knows, for a time I was First Assistant Post- 
master General and during that period and later as a Member of the 
Senate, I came in very close contact with the postal service and with 
the members of the committees which handled the post office matters. 
I think I am qualified to testify, therefore, at least on the basis of 
experience, Mr. Chairman, but the job of this committee as well as 
the job of those who are in the post-office service is about as difficult as 
any job in Government. When I accepted appointment as First 
Assistant Postmaster General back in 1933, I imagined that 1 was 
going into a very dull and routine business. I found that it was an 
extremely interesting business and I learned, as every postal employee 
knows, that the Post Office Department is used by the rest of the Gov- 
ernment to perform without cost, all kinds of services. The work of 
the Post Office Department is not confined to the sale of stamps and 
the collection and delivery of mail, so I sympathize with you gentle- 
men in the task that you have undertaken. 
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AIR TRANSPORT HAS COME OF AGE 


I came here not only to represent this group, but also I think as a 
citizen because I feel that air transportation in the United States rs 
come of age and that the time has arrived when it can very well 
up even the form of subsidy so far as the transportation of an is 
concerned. 

Mr. Gross. Mr. Chairman, I wonder if the Senator would explain 
very briefly what the North American Aircoach System encompasses 
and just what the organization is? 

Mr. O’Manonry. The North American Aircoach System is a so- 
called nonscheduled carrier. It was established shortly after the 
war in various units by flyers who had returned from service over- 
seas, who were aided by the Government through the loan of money 
by RFC, to purchase surplus aircraft. These were men who knew 
how to fly, who had risked their lives flying in the war. They came 
back and established themselves in this business. ‘They were moti- 
vated by the conviction that there was a vast untapped field for the 
transportation of passengers and they obtained licenses under the 
exemption clauses of the Civil Aeronautics Act. These licenses, 
however, established limitations on their activities. This group has 
endeavored to take advantage of every opportunity and all the tech- 
nicalities of the law to maintain itself in business in a transconti- 
nental service carrying passengers across the country. This chart 
will, I think, rather graphically illustrate what I mean by that 
statement. 

These columns represent the total amount of air traffic during each 
particular year from 1930 to 1952. This column represents air- 
passenger traffic in the year 1952. It shows that there were flown 
in 1952, 13 billion revenue-passenger miles. Of that amount 1 billion 
miles were flown by nonscheduled coach carriers. This red segment 
was flown by certified carriers in coach traffic. The rest is the normal 
air passenger traflic—more than 9.5 billion revenue-passenger miles, 

I want to point out that back in 1946 the total flight was less than 
6 billion revenue-passenger miles, and in 1938, when the present law 
was enacted, only 500,000 miles. 

It was in 1946 that these irregular carriers began their pioneer 
efforts to establish coach transportation, that is to say, a low-cost 
transportation of passengers by air enabling the masses of the people 
in the lower income brackets to travel by air and take advantage 
of the great speed which the airplane permits. They began then, 
but no record of coach travel was made by the CAB at that time, 
so no figures are obtainable for 1946, 1947, or 1948. ‘There was air- 
coach traffic in each one of those years, constantly expanding, carried 
on by these nonscheduled carriers. It was so successful in the next 
year, 1949, the certificated carriers began to follow our example 
and provide coach traffic, but still the gross traffic by the so-called 
irregulars was considerably greater than that of the certificated 
carriers. However, as the advantages of coach transportation be- 
came clear, the traffic increased year by year for both types of carriers. 
As to the noncertificated carrier, that is to say, the irregulars—and 
perhaps that is not a subject to be discussed here, but I am willing 
to answer any question about it—the contention of our group is that 
the expansion of this type of traffic is being retarded by what we 
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conceive to be a misconception by the Civil Aeronautics Board of the 
purposes, the effect, and the technicalities of the Civil Aeronautics 
Act. That, however, is a matter that does not have a direct bearing 
upon the transportation of mail. Have I answered your question, 
sir? 

Mr. Gross. Yes, thank you. 


NOT A CENT OF SUBSIDY 


Mr. Wrrnrow. I would like to ask a question right there. Do these 
irregular carriers carry any mail at any time? 

Mr. O’Manonry. May I say that I do not like the word “irregu- 
lar”—— 

Mr. Wirnrow. You used it. 

Mr. O’Manoney. I know I did and it is perfectly proper, technically, 
but I want to get it on the record that we are not guerrillas. We may 
be irregular because the CAB keeps us so, but we are not guerrillas. 

Our lines do not have a cent of subsidy and do not carry mail. We 
are nonscheduled, We fly these passengers successfuly and profitably 
without a cent of subsidy from the United States and we fly them at 
a lower rate than do the luxury carriers. My whole contention to 
you today to you, sir, is that airm: r can be carried in exactly the same 

way—successfully, profitably and without a cent of subsidy from 
Uncle Sam. 

Now let me point out this: During the year 1952, our lines were 
collecting each month approximately $700,000 from passengers who 
wanted to fly at low cost. We collected Spat eight and a half million 
dollars in 1952 and our net profit at the end of that period was in 
excess of a million and a quarter dollars, all without a single penny 
of subsidy from the Government of the United States. 

Mr. Gross. At that point, Senator, what is the profit of the cer- 
tificated carriers? Do you happen to know? 

Mr, O’Manoney. I can’t tell you what the profits are, but the Air 
Transport Association in celebration of the 50th anniversary of air 
transportation published a document which was called Air Transport 
Facts and Figures. I was going to come to this, but I am glad, sir, 
to present it now, since you have asked the question. 

This document on page 15 contains a page showing the total operat- 
ing revenues of all of the domestic trunk carriers—those are the cer- 
tificated carriers—from 1941 to 1952. In 1941 those operating reve- 
nues were only $97,511,000 plus, but they increased steadily year by 
year: 1942, $108.200,000; 1943, $123,100,000; 1944, $160,900,000: 1945, 
$214.700,000; 1946, $311, oe 1947, $352.400,000; 1948, $413,300,- 
000; 1949, $459,700,000; 1950, $524,100,000; 1951, $658,500,000; 1952, 
estimated $765,031,426. They” were the total operating revenues of 
these domestic carriers, representing our eightfold expansion in 11 
years. 

It is also set forth in this document by the Air Transport Associa- 
tion published by American Aviation, that the subsidy has been 
steadily reduced and, I think, that that is true. 

The Postmaster General and the Assists int Postmaster General, Mr. 
Allen, in testifying before the House Subcommittee on Post Office 
Appropriations earlier this year—you will find this in the record at 
page 216—showed figures to indicate that the subsidy for these trunk 
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lines in fiscal 1953 amounted to $4,444,000, and that it was estimated 
that it would amount to $3,798,000 in fiscal 1954. Meanwhile the 
subsidy for local service is $22,259,000 for fiscal 1953 and $22,471,000 
for fiscal 1954. 

My contention is that an examination of the figures will show that 
even for the trunk carriers this subsidy can be eliminated provided 
the necessary steps are taken to permit the Post Office Department to 
make contracts for the transportation of airmail on a cost basis plus 
a fair return. Of course, I do not need to say to this group that the 
President has submitted to the Congress a reorganization plan to 
separate compensatory airmail pay from subsidy ‘for the support of 
aircarriers. The period during which it pends before Congress before 
becoming effective has not yet ‘been exhausted, so that it has not yet 
become law, but I want to point out that although it separates com- 
pensatory mail pay from the subsidy, it still does not permit the Post 
Office Department to fix the rates and it does not actually eliminate 
the hibeiidiel: 

The President made clear in his message that legislation would be 
necessary to bring about such changes. For example, I have here the 
President’s message. He said: 


2 POSTAL-RATE REVISION 


At the same time the immediate transfer of subsidy payment under this re- 
organization plan should not preclude the consideration by Congress of legis- 
lation to effect refinements and modifications in the basic law in this field. One 
such change, for example, would be amended of the Civil Aeronautics Act to 
provide specifically that compensatory rates for mail transportation should be 
based upon the cost of rendering mail service plus a fair return. I understand 
that the Civil Aeronautics Board has been following this general policy in those 
cases where it has established compensatory mail rates. The reorganization 
plan will not affect its right to continue applying such a policy in the future. 
However, I believe it would be appropriate to establish the cost principle as a 
matter of definite legislative policy. 


PUT AIRMAIL ON COST BASIS 


Let me say, gentlemen and lady, there is not a member of this com- 
mittee who does not know that back in 1925, Congress in passing on 
the parcel-post law wrote in a new provision to the effect that the 
Postmaster General should be directed to reclassify zones and rates, 
and costs and all of the factors dealing with the transportation of 
parcel post so as to make the rates sufficient to pay the actual costs, 
That law I think was honored more in the breach than in the ob- 
servance, but about 2 years ago the then Postmaster General requested 
the Interstate Commerce Commission to approve some increases and 
some increases in parcel-post rates were effected as a result. I am 
discussing, however, the principle. 

Who can complain about the application of the principle that the 
cost of the service shall be the basis of charge the Post Office must 
pay when the facts about which the whole air transport industry 
has been boasting throughout this 50th anniversary of air transpor- 
tation show that it has experienced an amazing and dynamic growth, 
that it has been profitable for many, if not most, in the industry, and 
that there is a great future for continued expansion, and in fact that 
domestic air transportation has come of age and is ready to stand 
upon its own feet? 
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The Caran. Is this about what you are telling us: In the first 
place, that the Postmaster General should negotiate with the airlines 
as he does with railroads in carrying mail. Is that about right? 

Mr. O’Manoney. There are many details about it but that is the 
basic principle. 

The Cuarrman. And No. 2, in your opinion it is not necessary to 
subsidize airmail ? 

Mr. O’Manonry. That is right. 

The Cuarrman. And if there is to be subsidy at all, that subsidy 
ought to be separate so we will know what it is? 

Mr. O’Manonry. Yes; and should not be paid by the Post Office 
Department. 

The CuarrMan. Paid out directly? 

Mr. O’Manoney. It should be paid out of funds directly appro- 
priated to CAB because if you want to eliminate from the Post Office 
Departenee’ nonpostal items this is one that sticks out like a sore 
thumb. The subsidization of domestic air traffic is not a function of 
the postal service. 

The CHarrman. And the gentleman represents the nonscheduled 
airlines ¢ 

Mr. O’Mauonry. Not all of them. 

The Cuarrman. Who do not now carry airmail ? 

Mr. O’Manonry. Who do not now carry airmail. 

The Cuarrman. What is the gentleman’s view with respect to the 
airmail rates then? Does he have a view regarding that? 


CAN CARRY AIRMAIL AT SAVING 


Mr. O’Manonry. Yes. I have distributed to each member of the 
committee a chart which I had prepared yesterday which undertakes 
to show what the cost of transporting 15,000 pounds of airmail in one 
of our planes at a rate of 25 cents per ton-mile would be and what 
the saving would be to the Government as compared with the cost 
at the 45 cents per ton rate the Government now pays for the arns- 
portation of airmail. This chart shows also a comparison with the 
cost of transporting airfreight. I do not think it 1s clearly under- 
stood, though it has been stated over and over again. ‘The Postmaster 
General and Mr. Allen, before both the Senate and the House Appro- 
priation Subcommittees, pointed out that the lowest airmail rate is 
45 cents per ton-mile, that the highest is something over $7 per ton- 
mile. That $7 rate per ton-mile is for the transportation of a few 
letters in a plane flying on a feeder route. It is pure subsidy; not 
mail pay. It should not be regarded as a postal cost, but the Post- 
master General also pointed out that while the Post Office Depart- 
ment is paying 45 cents to the lowest carrier of airmail, those same 
carriers are charging, at the highest rates, only 38 cents per ton-mile 
for carrying air express. Our rate for airmail could be 25 cents. 

Mr. Gross. If the Senator will pardon an interruption, I think the 
record ought to show clearly that the subsidy for the coming fiscal 
year is approximately $80 million. I believe I am correct. 

Mr. O’Manonery. The figure in the House committee report I was 
just reading for the present fiscal year is $79,326,000. That, of course, 
includes international subsidy. 
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Mr. Gross. It is a subsidy nevertheless. 

Mr. O’Manonry. Yes. For 1954 the estimate was $79,591,000 and 
the 45-cent rate included some subsidy. 

Mr. Murray. Senator, are you in favor of or opposed to the proposed 
increase of airmail from 6 to 7 cents? 

Mr. O’Manonry. Mr. Murray, I have not given any particular 
study to that matter. That, as I see it, is part of the problem of 
raising rates so that the revenue of the Post Office Department will 
more nearly equal expenses. That would be charging an increased 
price to the user of the mail and, of course, it would tend to cut 
down the deficit. I believe that the deficit ought to be cut down as 

far as possible, but what I am emphasizing here is that the greatest 
oul that you can make in the postal deficit, so far as airmail is con- 
cerned, is by eliminating all of the subsidy payments. 

Mr. Murray. I agree with your observation about that, but this 
committee has not control over that question. 

Mr. O’Manoney. No?! It has jurisdiction over all postal matters. 

Mr. Murray. For years the Post Office Department has been at- 
tempting to separate the subsidies from airmail pay, and it insists 
this rate of compensation for airmail should be the cost or plus a 
reasonable return to the contractor or carrier. 

Mr. O’Manoney. I am well aware of the efforts of the Members 
of Congress on that basis. 

Mr. Murray. There has been legislation pending for years on that 
purpose. The House passed a bill on it. 

Mr. O’Manoney. That is right. 

The House passed a bill and it died in the Senate and the Senate 
passed a bill and it died in the House. That frequently happens in 
the legislative process and it is part of the process, but it is a circum- 
stance to focus our attention upon the problem and point out the need 
for action. That is what I am trying todo here. I would say to you 
offhand in direct. answer to your question that so far as I was con- 
cerned if I were still voting in the Congress of the U nited States, I 
probably would vote to increase the airmail rate from 6 to 7 cents, pro- 
vided the Post Office Department and not the airlines got the benefit. 

Mr. Murray. Of course, when the CAB was created ‘by Congress— 
I believe back in about 1938—comercial aviation was not developed as 
it is today, and Congress in that legislation provided that airmail 
compensatory pay should be based upon the cost of the carriage of 
mail plus national defense and national security and the development 
of aviation generally. The CAB has to consider those three factors 
in fixing airmail pay today. 


POST OFFICE COMMITTEE 
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Mr. O’Manoney. To make a specific response to your first ques- 
tion, I would say that it is wholly within the jurisdiction of this 
committee to pass with respect to airmail the same sort of a provision 
that the committee approved with respect to parcel post. You can 
give the Postmaster General power to negotiate. You could, as the 
bill of Representative St. George provides, set up in the Post Office 
Department a bureau to fix taxes. When I was in the Post Office De- 
partment, I felt that it was technically wrong and a cumbersome pro- 
cedure that, with respect to railway mail, we had to go to the Inter- 
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state Commerce Commission for approval. I believe that the estab- 
lishment of postal rates, being a very highly technical matter, should 
be the responsibility of the Post Office Department subject, of course, 
to the review of Congress at all times. 

Mr. Murray. Senator, I believe you were in the Post Office Depart- 
ment when the old airmail contracts were canceled by President Roose- 
velt. I believe you were First Assistant. 

Mr. O’Manoney. You are right. 

Mr. Murray. You remember we had after the canceling of air 
mail contracts the vicious cutthroat bidding that went on, when the 
Post Office Department had charge of fixing airmail contracts and let- 
ting out those contracts. 

Mr. O’Manonry. I do remember that indeed. That is what I said 
to Congressman Rees, that while I believe that we ought to have 
competition in the transportation of airmail, there are many details 
and technicalities that would have to be worked out in order to prevent 
uneconomic bidding, but I am convinced that can be done without 
risking the evils of monopoly. 

Mr. Murray. You would take away certain authority from the CAB 
then in fixing airmail rates, even though we arrive at a point where 
we can direct the CAB to fix the rates upon the cost plus a reasonable 
return ¢ 

Mr. O’Manoney. My point is this: That Congress has been trying 
for years on a wholly nonpartisan basis, Democrats and Republicans 
alike, to separate compensatory airmail pay from the subsidies, and 
bills have passed, as has already been testified to, once in one House, 
once in the other, but they never came together in point of time. 
Now the President in exercising as much authority as he has under the 
Reorganization Act, had to direct that the CAB, in fixing the com- 
pensatory airmail rates separate the subsidy from mail pay, but, as 
I pointed out, that does not give the Post Office Department and its 
experts the opportunity to bring their experience and intelligence to 
bear upon the determination of what the rates should be. 

I think it would be perfectly easy to prevent abuse of a com- 
petitive system in the Post Office Department and I do not believe 
that CAB has any proper function in fixing air mail rates. 

I want to explain, if I may briefly, to the members the chart which 
I have set up. It was announced in the press that the Post Office 
Department had invited some suggestions from the certificated car- 
riers as to methods of answering the question which has frequently 
been raised. Indeed, it was raised in the House Commitee on Appro- 
priations: Would it not be a good thing to allow the carriers to 
transport all first-class mail? That would mean taking the first- 
class mail away from the railroads. I think the answer of Assistant 
Postmaster General Allen on that question is very interesting and 
if I may I will read this. The question was by Congressman Passman. 
It will be found on page 218 of the House record: 

Mr. PassMAN. Since subsidies are paid to many airlines, regardless of the 
quantity of mail handled, what consideration could be given to carry first- 
class mail by air in such cases, thus earning a greater portion of the payments 
to the airlines and saving on surface transportation? 

Mr. ALLEN. It is my opinion that to do that would represent a move in abso- 
lutely the wrong direction. If we were to do that I do not think we would 
encourage over a period of time the intelligent purchase of transportation. I 
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do not believe that we would be following the principle of trying to find the 
right sphere for each medium of transportation. We have been approached by 
certain airlines who have indicated that because of the amount of subsidy they 
are not getting maybe we should give them all the rest of the mail. I do not 
believe that would be the logical thing to do. 

Mr. PassMAN. What additional costs would be involved if all first-class mail 
were carried by air whenever faster service was thus provided? 

Mr. ALLEN. I do not have a figure indicative of the cost that would be in- 
curred at the present time. However, I should say that in the event the Post 
Office Department would be given the right to negotiate with carriers, there 
would be many instances where the increased cost would not be appreciable 
and conceivably might be lower than the cost incurred today. 


The Cuatrman. I do not like to interrupt, but can you sum u 
your recommendations with respect to this particular legislation. We 
have several witnesses here and we do not have much fime. 

Mr. O’Manoney. Thank you very much. You are very kind to 
have given me the time that you have. Let me say a word in explana- 
tion of this table which I have presented and which I would like to 
have in the record. 

The Cuarrman. Without objection it will be placed in the record. 
(The chart is as follows:) 
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Mr. O’Manoney. I requested our rate experts to compose this table 
showing what it would cost the Government on three transcontinental 
groups which we fly. The first one is between San Francisco and 
New York, with intermediate points at Burbank, Calif., Kansas City, 
Mo., and Chicago, Ill. At 25 cents per ton-mile, which is 20 cents 
lower than the lowest present rate, our charge for a 15,000-pound 
lane load of mail would be $5,349.40. The mail-rate cost to the 
{inited States on 15,000 pounds at the rates of other carriers—I have 
not named them, I put them down as airline 1, 2, 3, and 4—in the first 
instance would be $9,000, making a saving of, at the 25-cent rate, 
$4,243.50. 

When you come to consider that more than 64 million ton-miles of 
airmail were flown in 1952, you can realize what a saving would be 
effected to the United States Government at a cost of only 2 25 cents, 
instead of 45 cents or more, per ton-mile. 

Mr. Chairman, I am very grateful to the committee for giving me 
this opportunity, and recognizing the pressure of your time, I shall 
conclude. 

Mr. Hagen. Mr. Chairman? 

The Cuatrman. Yes. 

Mr. Hagen. Senator, I was very much interested in your remarks 
about the $79 million subsidy which perhaps could be eliminated by a 
cheaper method of transportation of airmail. Also, as I understand 
it, you have indicated the possibility of a $10 million further 
saving on long-distance airmail hauling, is that correct, according to 
this chart? That is in addition to the $79 million ? 

Mr. O’Manoney. The saving, I think, might be in excess of that, 
provided it were universal at a rate below the 45-cent figure, as the 
minimum charge. All I can testify to here is that our costs of opera- 
tion are such that we could profitably carry this mail at 25 cents per 
ton-mile. I can’t testify here with respect to the costs of other lines. 
What I am saying to you is that we have the operating efficiency which 
would enable us to do that and make a profit while providing a big 
saving for overburdened Uncle Sam. 

Mr. Hagen. There are some factors in your operation that are 
different from the oper ation of the scheduled lines which make this 
possible; is that right? 

Mr. O’Manonry. Yes. We established the coach system by which 
there was greater density of seating on the plane and I think we have 
put into effect other operating efficiencies that enabled us to reduce 
the cost. 

Mr. Hagen, The possibility of saving $79 million plus possibly 
even more to me is most important, and I am sorry that you do not 
have more time to give us the story, but I do have another question. 

Mr. Murray. Will the gentleman yield? 

Mr. Hacen. Yes. 

Mr. Murray. Suppose the Post Office Department in fixing these 
rates for airmail will have to do whatever the CAB decides they 
must do with these contractors? All of us want to eliminate that 
subsidy from the cost of transportation of airmail. It should be done. 

Mr. o AGEN. Maybe some of us may want to eliminate the subsidy 
too. I do not know. We should have some understanding of facts 
on it. We introduced a pretty good bill recently, by our chairman, 
that could be considered, too. 
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Mr. O’Manoney. My point of course has been that by putting the 
transportation of airmail on a cost basis, you will reduce the cost to 
the Government and it is within the jurisdiction of this committee, 
sinée it has jurisdiction of the Post Office Department, to provide the 
statute which would give the Postmaster General the authority to 
handle the matter in that way. 

Mr. Hagen. I might say further, of course, in these long hauls there 
is more feasibility of this proposal of carrying a lot of mail. In the 
shorter hauls there is some doubt. 

Mr. O’Maunoney. | think the surface transportation would be much 
better on the short hauls. 

Mr. Hagen. Even in the case of intermediate hauls, perhaps, the 
airport might be fogbound or there might be storms or sleet condi- 
tions. If you then want to use train service and you wanted 2 days 
of service what would the railroads have to dof? Then, of course 
if the trains are taken off it might be contrary to the public interest. 
For the longer hauls, I think you have something worth looking into. 
I hope we can find out more about it. There is a possibility here of 
saving $90 million more or less. If the saving is so great, there may 
not be a need for increasing airmail rates, and I understand airmail 
makes a profit now; is that right 2 

Mr. OManoney. Not for the Government. 

Mr. Hacen. Without the $79 million subsidy, the airmail does make 
a profit. I believe I am correct in that. 

Mr. O’Manonry. I have here, sir, that report of the Air Tr: unsport 
Association, on page 17 of which it appears that the loss to the ye ost 
Office Department for the year 1947 was $18,900,000; for 1948, 
075,000; for 1949, $37,200,000: for 1950, $35.500.000; for 1951, 
900,000: for 1952, $23,100,000. 

The loss to the Department according to these figures has been 
decreasing. My feeling is that it can be made to decrease much more 
rapidly and be completely eliminated by the enactment of the neces- 
sary law. 

Mr. Haagen. Do you know if that loss is through the subsidy ? 

Mr. O’Manonry. If the subsidy were eliminated on domestic lines 
there would be no loss to the Government. The total domestic airmail 
subsidy was reported by the Department to the House committee at 

$35,264,000 for fiscal 1953. 

The Cuarrman. Does the Senator say that his nonscheduled lines 
can duplicate the service of the present scheduled lines in handling 
mail? 

Mr. O’Manonry. May I say to the chairman that I shall today or 
tomorrow send to the Postmaster General the same chart that I have 
distributed to you gentlemen and say to him in that letter that our 
lines would be very happy to discuss this matter with him and to have 
our experts give their testimony to the Post Office Department as to 
all of the costs that go into this matter ? 

The Cuamman. That is a matter between yourself and the Post 
Office Department ? 

Mr. O’Manoney. That is right because the Department is study- 
ing the problem. 

The Cratrman. And not before this committee ? 
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Mr. O’Manoner. However, I will be very happy to explain to this 
committee everything that is done there. The Postmaster General 
has no authority to take action, but this committee can give it to him. 

May I add just this: In 10 years the total passenger traffic has risen 
from 11% billion revenue passenger miles to 13 billion. According to 
the figures of Mr. Nyrop, former chairman of the CAB, in a report 
which he filed with Congress, air freight and air express in 1938 
amounted to only 218,242 ton-miles, but in 1951 had increased to 
293,453,282 ton-miles, an amazing increase of 100 times. 

I think the door is open for the continued expansion of the air in- 
dustry and for the reduction of cost to the Government and to the 
people of the United States. I think the air industry can help to 
support the Government instead of seeking subsidies so far as air 
mail goes. 

Mr. Corsetrr. Mr. Chairman. 

The CHarrman. Mr. Corbett. 

Mr. Corserr. I just want to make this observation: That the gentle- 
man’s testimony has served to emphasize the fact that there is up to 
$191 billion worth of charges levied against the Post Office which are 
regarded as deficits that should not be so regarded, and that there must 
be in the neighborhood of $200 million w orth of other charges which 
could be and perhaps are again subsidies, not chargeable to the Post 
Office Department. I think his testimony is valuable from that point 
of view, plus the fact that certainly it should point up the fact that as 
to the transportation costs the Department should, as it is doing, find 
cheaper and better ways to transport many millions of tons of mail. 

The Cuarrman. Any other questions? 

We thank you, Senator, for your very fine statement. 

Mr. O’Manoney. Thank you very much, gentlemen. 

The Cuatrman. Next is Mr. Betts, legislative assistant, American 
Farm Bureau. 

He sent upastatement. [notice a part of the paper says: 

Although we are not * * * as well equipped to make detailed recommendations 
in this field, we do believe the Post Office Department can and should be operated 
and managed so as to cease contributing to a Federal deficit. We urge the House 
Post Office and Civil Service Committee to support such legislation as is best 
designed to achieve this purpose. 

Without objection the statement will be placed in the record. 

(The statement referred to follows :) 

AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., July 17, 1958. 
Hon. Epwarp H. Ress, 


Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 


Dear Mr. Rees: The American Farm Bureau Federation supports the objective 
of a balance Federal budget in the current situation. As proof of the sincere 
desire of farmers to shoulder their share of necessary reductions in Federal ex- 
penditures, this organization made and aggressively supported specific recom- 
mendations for cuts in appropriations for the agency of Government with 
whose operations farmers are most familiar, and with respect to which they 
have the most direct interest, the United States Department of Agriculture. 

Although we are not similarly informed relative to details of operation, 
costs, extent of subsidization, and other factors relating to the Post Office 
Department, and therefore are not as well equipped to make detailed recom- 
mendations in this field, we do believe the Post Office Department can and 
should be operated and managed so as to cease contributing to a Federal deficit. 
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We urge the House Post Office and Civil Service Committee to support such 
legislation as is best designed to achieve this purpose. 
Sincerely yours, 
Rocer FLEMING, 
Secretary-Treasurer. 
The CHarmman. Next is Mr. Charles Sligh. I understand that he is 
not present. He is president of the National Association of Manufac- 
turers. He submits a brief statement here. 
Without objection, it will be placed in the record. 
(The statement referred to follows :) 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS BY CHARLES R. 
SLIGH, JR., PRESIDENT 


In view of its long-standing basic policy favoring a balanced Federal budget 
the National Association of Manufacturers welcomes and appreciates this oppor- 
tunity to express its support for immediate mail rate increases to lessen the 
postal deficit, as provided in H. R. 6052. 

In recent years, postal operations have resulted in deficits of over $600 million 
annually, reaching a record level of $727 million in fiscal year 1952. The magni- 
tude of the gap to be closed is emphasized by the relation of the deficits to overall 
postal expenses, ranging in recent years from 23 to 28 percent. 

This is an intolerable situation. The Post Office Department is essentially a 
business enterprise operated by the Federal Government. It provides an eco- 
nomic service to its customers. Consequently, there is no justification for a 
continuing drain on the taxpayers to meet deficit operations. 

The Post Office Department, like every other business operation, must reflect 
its cost increases in its sale prices—in this case the rates charged for carrying 
the mails. 

The Post Office Department has made a study to determine necessary changes 
in operations and advances in the rates charged for all classes of mail for the 
purpose of eliminating the postal deficit. It has presented a reasoned and bal- 
anced program which, with other actions, would put the postal service within 
striking distance of a break-even operation. 

The association, therefore, heartily and vigorously supports the increase in 
mail rates as provided by H. R. 6052. 


The CuarrMan. I notice in one paragraph he states : 


The Post Office Department is essentially a business enterprise operated by 
the Federal Government. It provides an economic service to its customers. 
Consequently, there is no justification for a continuing drain on the taxpayers 
to meet deficit operations. 

Mr. Hagen. Mr. Chairman, at that point may I put in a telegram 
from the National Federation of Independent Business, an independ- 
ent group of 100,000 small-business men of the country requesting 
that they be given the opportunity of having the views of their mem- 
bership known. They are presently polling their 100,000 members 
as to whether or not to favor or disapprove of this bill in part or 
in whole. They would appreciate the opportunity of letting the 
committee know when that poll is completed just how they stand on 
this legislation. 

The Cuarrman. I might say to the gentleman, that the director, I 
am informed, Mr. K. B. Emmons, director of the Washington office 
of the National Small Businessmen’s Association, is present. Is he 
here? 

Mr. Emmons. Yes. 

The Cuarrman. In view of that situation, I think we should defer 
it until he testifies. 

Mr. Hacen. -I would like to place it in the record at this time. 

The CuarrMan. Let him testify and then put it in. 

Mr. Corsert. I want to find out what this 1s. 
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Mr. Hagen. I will be glad to read it. I thought in the interest of 
saving time, I made it very clear that the gist of the telegram is that 
these small-business men want to have a chance to poll their member- 
ship to know how they stand. ‘The reason I want to put it in the 
record at this time is because there has been just placed in the record 
a statement of the National Association of Manufacturers, represent- 
ing large business, and so I want to put this in immediately following 
representing small business. 

Mr. Emmons. Mr. Chairman, these are two separate organizations. 
The Congressman is talking about another organization quite 
different. 

The CHarrMan. I see. All right. 

Mr. Corzert. I will withdraw any reservation. 

Mr. Gusser. I left the committee room yesterday with the impres- 
sion that the representatives of the Post Office Department would be 
back this morning and that Mr. Hagen would have a chance to con- 
tinue his questioning of the Department and possibly complete it 
today. May I ask why that didn’t h: appen ? 

The Cuamrman. It was the Chair’s understanding that he wanted 
to examine specially the Postmaster General and he said he would 
take another hour or so, so I thought that for that reason in order to 
expedite these matters and to move this testimony along we would do 
it later. 

Mr. Gupser. May I ask when that is going to be completed? 

The CHarrMaAn. As soon as we are through with the witnesses we 
have here. We have some Assistant Postmasters General here. 

Mr. Gurser. I am rather concerned because every minute we con- 
sume in this hearing is costing the taxpayer $2,100 per minute. 

Mr. Hacen. Mr. Gubser, you recall that I ‘definitely told the Post- 
master as far as I was concerned he had a great group of assistants and 
I could ask them the questions if he were absent. 

The CHarrMan. Were you through with the Postmaster General ? 

Mr. Hacen. Just about through. We could complete his testimony 
by questioning his own staff. 

This will go in the record? 

The CHamrMan. Yes; without objection. 

(The telegram is as follows:) 

WASHINGTON, D. C., July 17, 1953. 
Hon. HAROLp C. HAGEN, 
House Office Building: 

In view of the recommendation of the Postmaster General urging increased 
postal rates our membership, as you are aware all independent business and 
professional men, are very much concerned with the proposal and its effect on 
their own bnsinesses. Carrying out the policy of the federation we are polling 
our nationwide membership giving them the pro and con on the proposition and 
we would request delaying action on the proposal of the Postmaster General 
until we can give you the results of this poll which will reach in excess of 100,000 
independent business and professional men. Getting the views from the ¢rass- 


roots we believe will be a help to the committee in determining the procedure. 
Please insert this in the record of the hearings 


GEORGE J, BURGER, 
Vice President in Charge, Washington Office, National Federation Inde- 
pendent Business. 
The CuarrmMan. We now hear from Mr. E. A. Meeks, national sec- 
retary, National League of District Postmasters. 
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STATEMENTS OF E. A. MEEKS, NATIONAL SECRETARY, NATIONAL 
LEAGUE OF DISTRICT POSTMASTERS, AND CATHERINE NORRIS, 
ASSISTANT NATIONAL SECRETARY, NATIONAL LEAGUE OF 
DISTRICT POSTMASTERS 


Mr. Merxs. Mr. Chairman, with your permission, I would like to 
present Miss Catherine Norris, assistant national secretary, and asso- 
clate editor of the Postmaster’s Advocate, who will read my report 
and I would like to ask permission or retain permission to answer any 
questions that might arise by members of the committee. 

The CHarrMan, Very well, without objection, Miss Norris will 
read the statement of Mr. E. A. Meeks, national secretary, National 
League of District Postmasters. 

Mr. Crrretxa. In the interest of time, cannot the report just be 
placed in the record. 

The Cuatrman. How long is it, Miss Norris? 

Miss Norris. Six pages. 

Mr. Merks. It is short and there are some points we are especially 
anxious to point out as will affect the postmasters personally. We 
would like to cover the entire report. It will only take about 10 
minutes. 

The CHarrMan. Very well. 

Miss Norris. Mr. Chairman, ladies and gentlemen of the commit- 
tee [reading]: 


As the executive secretary and legislative representative of the National League 
of District Postmasters, an organization representing postmasters of the second, 
third, and fourth classes, it is my privilege to endorse in principle, with some 
exceptions, H. R. 6052, a bill designed to readjust postal rates for the purpose 
of increasing postal revenues and reducing the deficit, which occurs annually. 

The Postmaster General is to be commended on the complete and informative 
statement made to this committee as to the needs of the postal service. 

During the past 13 years, there has been an upward trend in the cost of opera- 
tions, together with the increased salaries and compensation, with little increase 
in postal rates. Therefore, it is our opinion that this committee should make 
a comprehensive study of the entire postal structure, rates, etc., with a view of 
providing adequate legislation to cope with the present situation. 

There are many free services that cannot be estimated with any degree 
of accuracy that add to the cost of operations and this, in our opinion, will never 
be determined until each department sending out matter under franked or pen- 
alty privilege is required to run the mail through postage meters on which the 
accurate amount of postage will be registered and these meters checked regularly 
by officials of the postal service so that this cost can be charged against the 
proper department without the postal service being forced to carry the burden. 

It is our frank opinion that the proposed increases will fall short of the 
increased revenues estimated by the Postmaster General. This will come about 
through diminishing volume of mail and through the fact that most of the mail 
will be diverted to other classes at a lower rate of postage. This is particularly 
true of first-class nonlocal mail on which the 4-cent rate is proposed. 

For example, many large mail users are sending out mail solicitations under 
first-class postage. If the rate goes to 4 cents, naturally much of this will revert 
to third-class bulk mailing at one-half the present rate. Therefore, the revenues 
will actually be decreased in many cases. 

If I may refer to our own office, our annual postage budget is $8,000. I ven- 
ture to say that 90 percent of our letters are mechanically written and could be 
sent at a third-class rate. If the 4-cent rate goes into effect, in order to keep 
within our budget, we will be forced to resort to the bulk mailing, which will 
reduce our present expenditure from $8,000 to $6,000 or $7,000 instead of running 
it up to 11,000, which would be required if we paid the 4-cent rate. 
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This is only one office. When you consider the fact that there are thousands 
of businesses through the country that will resort to similar economy, it would 
appear that the 4-cent rate for nonlocal mail and 7-cent rate for airmail will not 
produce the revenues contemplated. 

For many years the mailing public has been told that first-class mail showed 
a profit and any increase in first-class matter will be viewed by the public as a 
tax. Whether it is better to tax the public to pay the cost of the subsidies in the 
postal service, or to pay for it from outright taxation is a question this committee 
will have to decide, bearing in mind that the mailing of letters affects every man, 
woman, and child in this country. 

It was my privilege to serve as postmaster in a third-class office in 1932 when 
the Ways and Means Comittee secured the enactent of a bill that increased 
the letter rate from 2 cents to 3 cents. Overnight in the small offices the postal 
card became the poor mans letter mail and our postal card sales increased by 
several thousands per month. Instead of the public paying 3 cents on all letter 
mail, much of it at that time went as postal cards at 1 cent, with the result 
that the small offices showed an actual reduction in gross postal receipts of a 
2.8 percent, despite the increased rate. 

This estimate was based upon a sampling of 1,390 third- and fourth-class post 
offices checked at random through the United States in which the months of 
September 1932, under the increased rate, was compared with the revenues in 
the same offices in September 1931, under the old rate, 

We have reproduced herein a page of this statement which was published in the 
Postmasters Advocate of January 1933. We have no doubt that history would 
repeat itself and that it would take 2 or 3 years for the increased rate to become 
generally accepted by the public. 


(The material referred to follows :) 
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[From the Postmasters’ Advocate, January 1933] 


Comparison of postal receipts, 1931 under old rate; 1932 under new rate, 
resulting in decreases 


2-cent rate | 3-cent rate 

















Number sales Sep- | sales Sep 
State offices re tember tember Decrease Increase 
| porting quarter quarter 
| | 1931 1932 
Alabama oicee ween 12 | $1,980.12 $1, 655, 38 $324. 74 
Alaska | l 890. 37 | 880. 84 9. 53 
Arkansas ° . | 40) 6, 548. 74 6, 391. 76 156. 9S 
Arizona ‘ 1 449.74 428.10 21. 64 
California 26 12, 600. 80 12, 354. 34 246, 4f 
Colorado 20 5, 498. 38 4, 853. 20 645, 18 
Connecticut > - J | 8 | 2, 661, 92 2, 873. 33 | .. $211. 41 
Delaware 6 | 3 153.03 , 224.12 09 
Florida 31 5, 143. 94 } 0. 60 573. 34 
Georgia . “ 64 15, 106. 52 14, 639. 14 467. 38 
Hawaii : Goatees 4 . 4| 4,486. 46 | 4, 439. 20 47. 26 
Idaho | 4 592. 05 | 544. 80 47. 25 
Illinois 60 | 25, 592.71 23, 883. 60 1, 709. 02 
Indiana ‘ i 33 | 8, 535.12 9, 110. 90 & 78 
lowa - 7 . 5 17, 410. 34 16, 908, 98 5O1. 3¢ 
Kansa 50 | 19.089. 38 17, 278.9 1,810, 43 
Kentucky 31 | 3, 882. 90 3. 373. 05 5OR. O5 
Louisiana it 3 hal 29 | 4, 693. 83 4, 089. 78 604. 0! 
Maine aos . a cae 25 | 7, 236. 72 7, 441. 45 204. 63 
Maryland | 6 1, 142. 39 | 1, 190. 38 47.99 
Massachusetts ; } 17 12, 107. 25 12, 472. 12 364. 87 
Michigan ; ‘ * ; | 25 10, 238.05 | 10, 446. 57 208. 52 
Mississippi 5 . . 27| 13,773.98 | 13, 102, 28 671. 60 
Minnesota 42 | 16,307.72 | 15,704.56 603. 16 
Missouri ; d | 34| 8,592.58 | 8, 503. 54 89. 04 
Montana ‘ wore 22 8,987.74) 3,910.95 76. 79 | 
Nebraska poo 4 = } 47 18, 674. 81 18, 969. 59 204. 78 
New Hampshire 12 5,026.66 | 3, 386,04 1, 640. 62 
New Jersey 16 | 2 | 7, 863. 11 281.09 
New Mexico 5 463.17 116. 11 
New York . 5 72 30, 31, 672.07 | 1, 414. 95 
North Carolina os 42) 8,886.07 8, 490. 00 396. 07 
North Dakota 46 | 12,700.02 13, 559. 79 859. 77 
Ohio 2 57 | 14, 620. 46 15, 795. 05 1, 174. 59 
Oklahoma 29 | 5,929.16 5, 787. 05 142, 11 
Oregon 44] 10, 152.03 9. 912. 88 239.15 
Pennsylvania 70 | 19, 437.87 18, 258. 51 1, 179. 36 
Puerto Rico 2 672. 68 546. 96 125. 72 
Rhode Island a l 572. 12 690. 1 118. 07 
South Carolina 14 4, 150, 87 3, 808 
South Dakota 36 13, 118. 59 12, 866, 35 
Tennessee 27 4, 910. 35 4, 606. 8: 
Texas 55 15, 453. 49 15, 0O8 
Utah 17 5. OR0. 40 4 4518. 7: 
Vermont 5 5, 662. 59 4, URI 
Virginia 30 6, 322 6, 165. 5 
Washington 21 5. 777 5. 564 
West Virginia 91 10. 973. 06 8 643 
Wisconsin 31 13, 215. 65 13, 533 318. 36 
W yoming 3 401, 52 413. ; 11.79 
Miscellaneous 14 1, 368. 62 1, 249. 57 119. 05 
Total 1, 390 | 433, 228. 26 | 421,081.39 18, 304. 50 6, 157. 63 
Nott Offices reporting (3d and 4th class), 1,390. Net decrease in receipts, $12,157.07 or 2.8 pere t 
Increased rates provide postmasters’ compensation shall be based on 85 p ent Actual decrease in receipts 
on ch salaries and allowances are based, 17.8 percent Estimated t decrease in compensation 9 ( 
cer 3d class postmaster Estimated decrease in clerical allowan¢ id class offices, 8 percent. E 


mated decrease in compensation, 4th class postmasters, 10 percent 


Miss Norris (reading) : 


Inasmuch as H. R. 6052 is not intended to increase salaries, nor is it intended 
to reduce salaries, but it is a postal-rate bill, the fact remains that if section 
7, subsection (a) is not eliminated, or amended, the postmasters will actually 
suffer a reduction for the next 2 or 3 years following the enactment of this 
measure. 

We, therefore, recommend that the committee eliminate this section with the 
understanding that when the increase which will result from the rate bill is 
determined, we will join with the Post Office Department in supporting a salary 
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readjustment, when found to be necessary, to take care of the growing postal 
receipts 

The receipt brackets upon which salaries are based in the small offices are 
very narrow and a few dollars’ reduction in receipts through the 85-percent 
provision recommended would reduce the postmasters’ salaries. In other words, 
the first salary bracket of a third-class post office provides for receipts of $1,500 
but less than $1,700 Under the 85-percent provision, it would require receipts of 
$1,764.70, but not less than $2,000. From these figures, you can readily see that 
the receipts would have to be inereased by $265 to $300 annually to retain the 
present minimum salary paid the third-class postmaster, 

Second-class postmasters, whose first receipt bracket ranges $8,000 to $18,000, 
would have to have receipts of $9,412 but not less than $21,177. In other words, 
these offices would have to have increased stamp sales ranging from $1,412 to 
$3,177 to stay in the same salary grade. This, of course, will be impossible in 
the small towns, unless the same volume is maintained under the increased rates, 

If the committee feels that subsection (a) of section 7 should remain in the 
bill, then it should be amended to read as follows: 

“Section 7. (a) On and after one full calendar year following the effective 
date of the increased rates, the next adjustment shall be based on 85 per centum 
of gross postal receipts of all classes of post offices for the purpose of determin- 
ing the class of post office or the compensation or allowance of postmasters or 
other employees whose compensation or allowances are based on the annual 
receipts of such offices.” 

Section 7, subsection (c), should be eliminated from the bill as this section 
proposes taking away from the fourth-class post offices the commission of 3 
cents granted as a clerical allowance for issuing money orders. No commission 
is allowed for the payment of money orders and the postmaster is responsible 
under his bond for the proper handling of the money-order business without 
clerical assistance, except during annual or sick leave. This allowance has been 
in effect for approximately 70 years. 

At present the fees collected for issuing money orders are not included in 
postal receipts upon which salaries are based, although they are a part of the 
postal receipts. 

Since many of these offices have no banking facilities, the responsibility in- 
volved and the clerical requirements of the money-order business fully justify 
this small allowance, which in some cases amounts to $3 to $6 per month, but 
which means a great deal to the postmasters in these small offices as they must 
provide many necessities in the operation of their post offices at their own expense 
each month and the money-order commissions will not cover the cost of these 
items which must be paid from the personal funds of the postmasters, 

It is our desire to again stress to the committee the importance of protecting 
the postmasters against reduction under this measure and we ask that careful 
consideration be given to our recommendations in eliminating from, or amending, 
section 7, subsection (a) and eliminating entirely subsection (c) of section 7, 
so as to protect the welfare and interests of the postmasters as other postal 
employees will not be affected by the rate bill. 

In closing, I would like to point out that postal employees have received 
annual automatic inereases up to a certain number of years after appointment, 
This has been denied postmasters with the result that their salaries remain 
fixed, while employees in the same offices have forged ahead at the rate of 
$100 a year. It was not until 1951 that some of these inequities were corrected 
by giving the postmasters and supervisors, who are paid on the basis of receipts, 
a readjustment of salaries along with a percentage increase, which was granted 
to all other postal workers. 

Mr. Chairman and members of the committee, the bill before you is most im- 
portant and we have every confidence that careful study will be made and that 
a bill will be reported out, which will be fair to the mailing public and to the 
postal service. I want to take this opportunity of expressing to you our thanks 
and appreciation for the courtesies extended to me and for the privilege of 
appearing on behalf of the district postmasters, who number approximately 
838,000. 


The Crarruan. Your criticism is with respect to the 85 percent? 
Mr. Merxs. Yes; that is our objection. 

The CHarrman. Are there any questions ? 

Mr. Core. Mr. Chairman, I have some questions. 

The Cuarrman. Mr. Cole. 
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Mr. Corie. Do you not think that the classification upward of 
fourth-class offices should be changed? At the present time as soon 
as the receipts exceed $1,500 they go to third-class? 

Mr, Meeks. That is true. 

Mr. Core. Do you not think that should be raised to about $3,000 
a year ¢ 

‘Mr. Mees. No; we are not asking for any salary increases nor any 
changes in salary brackets. 

Mr. Corn. I mean the classification criteria. I know several little 
fourth-class offices in my district that this year have gone to $1,500, 
$2,500, or $2,550 on receipts. They are fourth class. Each is going 
to be made third class with a substantial increase in the postmaster’ - 
salary and with the right to a full-time clerk, and it is not necessary. 
My question is to you: Do you not think that that scale should be 
increased to about $3,000 before there be an increase in the classifi 
cation ? 

Mr. Mrrexs. That would be a matter in readjustment of salaries, 
Mr. Cole. 

Mr. Corz. It would save the Post Office Department a lot of money. 

Mr. Merxs. I might say the salary of the fourth-class postmaster 
when he reaches the highest ere, is $2.611, and when he reaches the 
third class, he gets a sale ary of $ 4 which is a slight increase, but he 
has a reduction in the sian for rent, fuel, and lights because of 
the fact that the allowance in fourth-class offices is based on 15 percent 
of his compensation and the Post Office Department actually reduced 
them in many cases where he has advanced to the third class. We 
have numerous cases where they are receiving less money for the oper- 
ation of the third-class office than they rece ived as a fourth class. 

Mr. Corr. But they are entitled to a full-time clerk. 

Mr. Merxs. No. They are not giving them any clerk hire in some 
cases, and only an hour or two in othe ‘r cases. In most cases they have 
not been given any clerk hire in the smaller third-class offices, except 
at Christmas time or during sick or annual leave. 

Mr. Hagen. I think you represent a very important group in this 
country and your testimony is very valuable to this group. On page 3 
I noticed your reference to the fact that increased rates would reduce 
the gross postal receipts. That is proof of the contention I have made 
so far in this hearing and would es made further at other opportune 
times. I fear, too, in other classes of mail where the increase is too 
drastic, the revenue will go down and the volume will go down as well 
as salaries of the postmasters and other employees of the Government ; 
is that your opinion? 

Mr. Merxs. That is correct insofar as postmasters are concerned. 

However, the employees generally are paid on a basis of hours or 
regular service and are not affected by receipts in the post office up 
or down, but the postmaster is affected by the receipts. The post 
master’s salary is based on the calendar year immediately preceding 
the adjustment for the next fiscal year. For example, if this bill 
should be enacted ane go into effect on Petabe rd _ we were to base 
the salary adjus stments on July 1, 1954, on the calendar year 1953, it 
would be unfair to tis postmasters, because three mn irte rs of the year 
would be at the lower rate. That is why we ask you to either eliminate 
section 7, subsection (a), or change it so as to make it effective one full 
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calendar year after the effective date of the act. That is if the 4 cents 
postage and 7-cent airmail postage should go into effect. As you point 
out, the small post oflices that serve the rural eee are where 


the reduction will occur in the receipts of such offices, and they will 
occur in the large offices to a great extent because of diverting the 
mail to a lower classification. 

Just as Miss Norris explained to you in my statement, we will divert 
a great deal of our mail to bulk mailing in order to keep within our 
budget, and thousands of other firms are going to do the same thing. 

Mr. Hacen. I notice in your statement on page 2 as follows: 

For many years the mailing public has been told that first-class mail showed 
a profit and any increase in first-class matter will be viewed by the public as a tax. 

I want to make this observation at this point and then ask you a 
question. This ismy own personal opinion, backed by the information 
I have. The paper profits indicated in first-class mail no doubt are 
there because of the fact that many costs which properly should be 
charged to first-class mail actually are charged to users of the second, 
third, and perhaps even the fourth class. Furthermore the profit in 
first-class mail develops largely because of the extra revenue received 
on first-class mail in excess of the 3 cents originally on the first-class 
envelope, where we have bulk or heavier packages of first-class letter 
mail. In other words, the profit on first-class mail largely is in the 
amount over 3 cents that is put on first-class mail, so the question is 
then, and I think you have indicated it somewhat in your statement: 
Do you not agree that each class mail should be designated as having 
certain costs and it should be accurate all the way along the line so 
we can determine just what the deficit is in each category ? 

Mr. Meeks. I agree with you, Mr. Hagen. 

Mr. Murray. Mr. Meeks, you say you were postmaster in a third- 
class office in 1932? 

Mr. Merxs. That is correct. 

Mr. Murray. When the bill was passed to increase the letter rate 
from 2 cents to 3 cents, what were the letter receipts when the rate 
went from 2 cents to 3 cents? 

Mr. Meeks. The receipts in the particular office that I was post- 
master at, I don’t recall. It is included in the statement there. 

Mr. Murray. What office is it? 

The Cuarrman. Where were you postmaster ? 

Mr. Merks. Nicholls, Ga. 

Miss Norris. We have listed it by States. 

Mr. Murray. Have you any idea what the receipts were then? 

Mr. Meeks. I do not. 

Mr. Murray. What are the receipts today ? 

Mr. Meexs. Somewhere about $4,000, $4,500, maybe $5,000. 

Mr. Morray. Not much larger today than they were back in 1932 
at the 2-cent rate. 

Mr. Meeks. Somewhat larger. I would say about a thousand dol- 
lars perhaps larger. 

Mr. Murray. So there has been an increase in the postal revenues? 

Mr. Merxs. There has been an increase in the secuileibon in the city 
and in the country, Mr. Murray, resulting in increased postal revenues. 

Mr. Murray. Let me ask you this question: Do you have any idea 
how many fourth-class offices in 1932 have just become third-class 
offices because of the increase in receipts ¢ 
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Mr. Meexs. A greatmany. Mr. Murray, I pointed out in this state- 
ment read by Miss Norris that if the committee felt that the 85- percent 
provision should remain in there, then set it far enough ahead that it 
will not affect us or reduce the salaries. I recall that I stated that 250 
second-class offices would be relegated to the third class as a result of 
the Revenue Act of 1932. I missed it by 14. There were 264, if I 
remember correctly, relegated on July 1 following, which meant that 
the civil-service clerks in those offices lost their ¢ lassified sts atus, as the 
employees in third-class offices were employees of the postmaster, and 
it not only hurt the postmasters but it hurt the clerks. 

Mr. Moss. Mr. Meeks, in your statement the point you try to make 
is that if we do increase the postal rates there will probably be a 
slack period before the public accepts those increased rates, where 
you will have a decreased use of, say, first-class mail. In your own 
instance you would employ bulk. That has been more or less illus- 
trated recently when the postcard was increased to 2 cents. I know 
in my own firm we used the approximately 114-cent third-class mailing 
pieces as replacement for the old 1-cent posteard. Actually, it caused 
a decrease in postal use in many businesses and an increase in third 
class. 

Mr. Merxs. That is our experience. 

Mr. Moss. Do you feel that would be true here as it was back in 
1932—that after a few years the public will accept the increased rate? 

Mr. Merks. Yes. 

Mr. Moss. But the slack period is to be considered ? 

Mr. Merxs. My first suggestion was to remove this subsection (a) 
of section 7 and let us go along with the Department on the readjust- 
ment of salaries by increasing the width of the salary bracket to take 
care of any increase that might result from the postage rate. We will 
go along with the Department on that. We are not asking for any 
increase, but we are not for any salary reduction. 

The amas Mr. Corbett. 

Mr. Corserr. Mr. Chairman, I simply wanted to make this obser- 
vation. He based the statement here again on the fact that that first- 
class mail shows some profit. We are trying to get it established 
clearly in everyone’s mind that first-class mail weighing 1 ounce or less 
loses approximately $27 million a year. That has been repeatedly 
emphasized here to the committee and it is important because it is on 
that class of mail the increase has been proposed and it is also true 
that the great profit in first-class comes from the packages of more than 
1 ounce. 

Then I have a question. Recognizing that there are some services 
rendered in fourth-class offices in which it would be very hard to find 
or place a value, there certainly is no fourth-class office which shows 
revenue greater than the expense of the office ? 

Mr. Merxs. No; that istrue. The postal receipts are far below the 
compensation ps rid and the expenses of the office, but the revenues or 
the postal receipts are not a fair barometer or yardstick of the value 
of that post office. These post offices are delivering approximately 
10 pieces of mail sent out by the big offices to 1 piece dispatched. A 
portion of the mail dispatched i is business reply letters and cards on 
which the postage is paid in the big offices. 
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Mr. Corserr. A great deal of direct advertising goes in there to 
some time later generate first-class answers on business reply cards 
and things of that sort; is that right ¢ 

Mr. Meeks. That is true; and mail-order concerns send out catalogs 
with a number of envelopes which require no postage. They go into 
the post office and send off their order for merchandise and the Daeta e 
on the catalog is paid in the big office, the postage order is paid in the 
large oflices, and the postage on the merchandise is paid in the large 
oflice. Therefore, the small office is not getting credit for the volume 
of business transacted. 

Mr. Corserr. There are two conclusions then that seem to follow. 
Even allowing for the type of business and service that you indicated, 
it still is true that our extension of fourth-class offices is an extension 
of a service to the people of the country; is it not? 

Mr. Merxs. That is correct. 

Mr. Cornerr. Secondly, is it not true then because of this genera- 
tion of mail from the direct-mail advertising, and se forth, the volume, 
and hence the total receipts, to the post office is greatly increased ? 

Mr. Meeks. That is true to an extent; yes. 

Mr. Corserr. Would you say to a large extent or a small extent? 

Mr. Merxs. I might state that part of that 10 pieces to 1 consists 
of letters, circulars, newspapers, periodicals, and various other classes 
of mail. 

Mr. Correrr. There is revenue paid on it? 

Mr. Meeks. Yes; but it is paid in the big offices. 

Mr. Corzerr. Certainly. I was not taking in the fourth-class offices. 
I was talking about the total revenue to the Post Office Department. 
With the first-class office out of there, where you distribute mail and 
serve the public adequately and promptly, it has resulted in a genera- 
tion of a great deal of volume regardless of where the stamp is 
purchased. 

Mr. Merexs. That is true. 

Mr. Boiron. May I ask a question ? 

The Cuarrman. Yes. 

Mr. Bouton. I was interested in your observation that there would 
be a drop in the receipts in the offices. Would you say that would 
be true if each class of mail was paying its own way? 

Mr. Meeks. Yes; I believe it would, if you increase the first-class 
postage, for the reason in the small offices there is no circular mail, 
There is no newspaper and there is very little parcel-post mail out from 
those small offices. 

Mr. Boiron. But the receipts for the overall postal system would 
not drop off ? 

Mr. Merxs. If the rates are increased, it will result in increased 
revenue taking the service as a whole 

The Cuarrman. Thank you, Mr. Meeks. 

The next witness is Mr. Horton, legislative representative, National 
Association of Postal Supervisors. 

You may proceed, Mr. Horton. 

Mr. Coie. We are happy to have him before us. 

The Cuatrman. We are glad to have you before us this morning, 
and we are glad to have present a friend of one of the distinguished 
members of our committee. 

You may proceed, 
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STATEMENT OF JESSE V. HORTON, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Horton. I am Jesse V. Horton, legislative representative of the 
National Association of Postal Supervisors, with a membership of 
more than 19,000 supervisors, including assistant postmasters, in 
first- and second-class post offices throughout the Nation. 

As supervisors, and a part of post-office management, we feel that 
postage rates on each class of mail should be sufficient to produce reve- 
nue which will cover as nearly as practicable the cost of handling 
and transportation of the mail. 

The rates on second- and third-class mail have for many years been 
far below handling and transportation costs and the present rate on 
first-class mail has been in effect for nearly 20 years, and in that period 
the cost of postal operations has increased more than threefold. 

We believe that the rates set forth in H. R. 6052, sponsored by the 
Postmaster General, are fair and equitable, and will produce revenue 
sufficient to eliminate a major part of the postal deficit, with no im- 
position on the users of the mails who have had to meet rising costs 
of everything except postage changes during recent years. We urge 
that the pending bill, H. R. 6052, be reported favorably for House 
action. 

The Cuatrman. Thank you, Mr. Horton. Are there any questions? 

Mr. Moss. I have one question. Mr. Horton, in your second para- 
graph you make the statement that the— 

Postage rates on each class of mail should be sufficient to produce revenue which 
will cover as nearly as practicable the cost of handling and transportation of 
mail. 

By that you mean the class of mail involved ? 

Mr. Horton. That is true, sir. 

Mr. Moss. Then on the basis of the cost as presented to this com- 
mittee by the Postmaster General and stoutly defended by his staff, 
first class is not a deficit mail? 

Mr. Horton. On the nonlocal mail, as has been stated before this 
committee, the profit on that part of first class is largely on the added 
ounce of heavy first-class pieces. The average 1 ounce letter costs 
more to handle than 3 cents. 

Mr. Moss. If we want to break down each class into numerous 
categories we might be able to prove all sorts of interesting things, 
but the point is that first-class mail on the basis of the Post Office De- 
partment cost ascertainment is not deficit mail. Then is not that 
statement somewhat inconsistent with the conclusion that this is an 
equitable bill? 

Mr. Horton. I don’t deem it so, because the rate on first class would 
be increased only on the first ounce of first-class mail. 

Mr. Moss. There would be an increase of $150 million which would 
be employed to reduce the deficit on substantially first-class mail 
to subsidize other losses or other deficits occurring in the Postal De- 
partment. 

Mr. Horton. As I see it, it would continue the present profit on 
the heavy first-class local mail and would eliminate the actual deficit 
that does exist in the 1 ounce. 

Mr. Moss. That deficit is attributed under the cost-ascertain sys- 
tem to other classes of mail than the first-class mail. 
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Mr. Horvon. Yes, except there is, as has been stated, a loss on the 
handling of 1-ounce letters, nonlocal. 

Mr. Moss. That has never been set forth in detail by the commit- 
tee. I note in the charts of the Post Office Department that they 
break down other classes, but there is no breakdown on first class. 

Mr. Corserr. Will the gentleman yield? 

Mr. Moss. Yes. 

Mr. Corzetr. Mr. Horton, I think that for the first time it has been 
made clear that there is a differentiation in the types - first class. 
In other words, we have gone ahead here for many years just under 
the blanket idea that first class makes money. The reason it is sig- 
nificant in this case is that the Department has asked for no increase 
in first-class local. It has asked for no increase in first-class nonlocal 
beyond 1 ounce. So the very place where the increase has been asked 
is where the deficit is. 

Mr. Moss. Mr. Corbett, the Department itself in the testimony so 
far submitted to this committee has not made that case. 

Mr. Corserr. They outlined as of yesterday—I believe the gentle- 
man was here—something in the neighborhood of $90 million as a 
profit bet ween first-class nonlocal and when you took out the deficit 
for first-class nonlocal of 1 ounce or less, that it was reduced to a figure 
of about $27 million. 

Mr. Moss. We are asking for an increase of $150 million in revenue 
to underwrite a $27 million deficit, which is entirely out of proportion 
with the other classes of mail and the other recommended increase. 

Mr. Corserr. There is one-third increase in first-class local, but you 
get this differentiation. ‘That results in small payments from millions 
and millions of peop le. Now, if you go to an industry that is using 
approximately $100,000 worth of postage a year in, let us say, third 
class, and you up that rate 50 percent, you have increased their postage 
charges by $50,000 which is in many cases far beyond the profits they 
make, eliminates the income-tax payment, and in some cases would put 
them out of business. So when the gentleman says that he felt the 
recommendations were practical to an extent, that is what he is 
thinking of, I am sure, and we cannot knock magazines and business 
and mail-order houses out of business. 

Mr. Moss. I am not advocating that. My point, Mr. Corbett, is that 
each class should bear its share to the extent directed by Congress and 
that the deficiency then existing, whether it would be in second- or 
third-class mail, should be clearly set forth in the budget as a subsidy. 

Mr. Corserr. That is good, 

Mr. Moss. I do not. want to see the tax on one class of mail, one 
class of user, because when it is more than the cost of service in my 
opinion it becomes a tax. 

Mr. Corserr. With this one exception please, where a service is 
extended by policy of Congress with the will of the people, you should 
not tax some segment of our business to pay for a service generally 
extended because of the will of the whole pe ople. It ought to be taken 
out of the whole fund. Call it fund difficulty, call it a preferred rate, 

call it what you will. Certainly there is no right either to tax one 
segment of the business to pay for all the services that are extended 
to deliver mail anywhere in the United States proper. 

Mr. Moss. If the service is generally extended, I think then it should 
be a charge against general funds and not postal. 
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Mr. Corsert. I agree with the gentleman fully. 

The Cuarmman. Are there any other questions. 

Mr. Hagen. I have 1 or 2 questions. 

The Cuatmman,. Mr. Hagen. 

Mr. Hacen. Do I understand that you favor then, reminding you 
of the second paragraph of your statement, an increase in the first- 
class rates to offset the present deficit on airmail because of the subsidy 
primarily, the penalty mail of the various Government agencies, 
franked mail of the Congress, free mail of the blind, free mail of the 
veterans, and so on? 

Mr. Horron. I do not. I merely state that the 1-ounce first-class 
letter, nonlocal, costs more than 3 cents for the postal service to handle 
and that that is all the increase on first-class nonlocal being asked, on 
the first ounce. The added ounces would continue at the present rate. 
That should make that segment of first-class inail self-supporting. 

Mr. Hagen. One final question. In the like manner, do you favor 
the charging of third-class and second-class high enough rates to 
people to offset the low special rates which are actually a subsidy 
which now go to users of the second- and third-class mail, which are 
religious organizations, veterans groups, educational groups, and so 
on? In other words, do you favor increase: in second and third to 
offset the public subsidy that we give what Congress has called public- 
interest people and mailers like religious groups, educational groups, 
and so forth? 

Mr. Horton. No, sir; I do not. The bill under consideration does 
not call for consideration under religious and other such organizations. 

Mr. Hacen. The question was: Do you favor increases enough to 
the others to offset the deficit ? 

Mr. Horton. I do not. 

The Cuarrman. Thank you, Mr. Horton. 

Mr. K. B. Emmons, director of the Washington office of the Small 
Business Men’s Association. 


STATEMENT OF BLYTH EMMONS, DIRECTOR OF THE WASHINGTON 
OFFICE OF THE NATIONAL SMALL BUSINESS MEN’S ASSOCIATION 


Mr. Emmons. My name is Blyth Emmons. I live in Washington, 
LD. C., and am the director of the Washington office of the National 
Small Business Men’s Association with offices at 925 15th Street 
NW., Washington, D. C. The association’s national headquarters 
is located at 2834 Central Street, Evanston, Ill. 

The National Small Business Men’s Association was founded in 
1937 to give small-business men a voice in national affairs and to help 
preserve free competitive enterprise in the United States. We have 
members in all 48 States, representing approximately 170 categories of 
business, 

The association holds national membership meetings each year. 
All members are eligible to attend these meetings. At each meeting a 
program is adopted by majority vote of those present to guide the 
activities of the association until the next membership meeting is 
held and a new program adopted. At each meeting a financial state- 
ment is rendered showing all income and giving an itemized state- 
ment of expenditures. We had our 1953 meetiny here in Washington 
in early May. 
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At each of our national membership meetings, starting with the 
first one in Pittsburgh in September 1938, the members of the National 
Small Business Men’s Association have gone on record, by the adop- 
tion of resolutions to make laws more equitable for the small-business 
men of the country. I would like to make part of this statement the 
following resolution adopted by the membership at our 1953 meeting: 

Resolved, That the Congress and the Postmaster General be requested not to 
increase, or authorize any increases in postage rates pending the receipt of the 
report of the study now being made of the operations of the Post Office Depart- 
ment. 

The question of raising postal rates is of paramount interest to our 
membership, and to all small-business men. What direct-by-mail ad- 
vertising the small-business man does, as a general rule, is sent first 
class, as well as by all other classes of mail. 

If any increase in postal rates is made it will be a hardship addi- 
tional cost to our members. We do not resist any legitimate increase 
in postal rates which may be necessary, and which will be borne by 
all users of the mail, provided the Post Office Department is efficiently 
and expeditiously conducted. 

Newspapers and magazines, which contain a tremendous amount of 
advertising, enjoy what could be considered special rates, or a sub- 
sidy, in that the Postmaster General has stated that the taxpayer pays 
80 percent of the cost of the handling of magazines and newspapers. 
The small-business man, who does his own advertising, also indirectly 
pays for this special rate which the newspapers and magazines enjoy. 

We also feel that each Government department now using the 
franking privilege should be charged for what is sent through the 
mails, and an appropriation made for this purpose for each individual 
department. 

We therefore, feel that there should be no increase in any postal 
rates until the Post Office Department has looked into its own internal 
situation to see whether or not economies can be effected, and also until 
the complete and final report is made to the Congress under House 
Resolution 32, and Senate Resolution 49, of the present 83d Congress. 

Our association is just as interested as the administration in econ- 
omy and in balancing the budget, but we do feel, and we stress, that 
by the extension of the excess-profits tax, and the request made by 
the administration for increase in postal rates an insurmountable 
burden will be placed upon our membership and upon all small-busi- 
ness men throughout the country. 

The Cuarmman. Any questions? 

Mr. Dowpy. I have a question. 

The Cuatrman. Mr. Dowdy. 

Mr. Dowvy. Mr. Emmons, | noticed that it has been said generally 
by most of the witnesses, and I feel the same way to a certain extent, 
that each department of the Government now using the franking priv- 
ilege should be charged for what is sent through the mails. 

In searching for an opportunity to reduce deficits in the Govern- 
ment one witness today has suggested that meters be placed in all the 
various offices. I feel personally, and I think most people that think 
about it feel the same way, that if they are going to have a deficit, 
that cost is going to have to be paid. It is going to cost the people 
whether it comes out of their right pocket or left pocket. 
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If we set up something it is going to cost several million dollars a 
year to determine how much each office in the Government uses the 
mail. It would be wasteful rather than helpful to the budget, though 
you might charge it to one department or another. Do you agree 
with that? 

Mr. Emmons. I do think the thinking behind this was: Let us know 
how much it does cost. 

Mr. Downy. Lump it in one sum rather than buy a bunch of meter 
machines and that sort of stuff. 

Mr. Emmons. Yes, sir. 

Mr. Downy. There is a paragraph in Mr. Horton’s letter here that 
was discussed a little bit: 

We feel that postage rates on each class of mail should be sufficient to produce 
revenue which will cover as nearly as practicable the cost of handling and 
transportation of mail. 

It seemed in Mr. Horton’s subsequent statement he made a state- 
ment that was exactly the contrary to that, that probably should not 
each class be charged with what it cost to handle it. 

How do you feel about that ? 

Mr. Emmons. I don’t feel I am competent to answer that, Mr. 
Dowdy. That runs into a cost-accounting problem. Would you not 
say so? 

Mr. Dowpy. Yes, sir; I agree with you. 

Mr. Emmons. What proportion you would charge for each class 
of mail with its varying sizes and weights, I hesitate to make a com- 
ment on that. 

Mr. Downy. I know it is a very difficult question. It is difficult to 
me and I am sure it is to the other members of the committee. Of 
course, I have never been in one of these rate hearings before and I 
am sort of exploring this as I go along. 

My question was directed to get facts rather than try to establish 
a point of my own. 

The Cuatrman,. Thank you. 

Mr. CreTetia, I would like to ask a question. 

The CHarrmMan. Mr. Cretella. 

Mr. Creretta. Mr. Emmons, I am interested in this resolution that 
was passed by this association, which to me sounds rather ambiguous. 
They don’t seem to take a direct position because this is what it says: 

If any increase in postal rates is made it will be a hardship additional cost to 
our members. We do not resist any legitimate increase in postal rates. 

Stopping there, there has to be a determination of what is a legiti- 
mate increase “which may be necessary.” 

Then, to go on further: 
provided the Post Office Department is efficiently and expeditiously conducted. 

Suppose it is asserted and maintained now that the Post Office De- 
partment is an efficiently and expeditiously conducted Department ; 
it seems to be quite a strain, either the resistance or nonresistance to 
go along with the rate increase, isn’t it? There are a lot of nice words, 
but what position do they take? 

Mr. Emmons. The position is like any other department of the 
Government. Let us cut the fat out of it and run it economically. 

36816—638—vol. 2 
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Mr. Crerecia. Let us assume we take the position that the fat has 
been cut out and the Department takes the position we have cut out 
the fat, then does your association approve of an increase ¢ 

Mr. Exons. We will approve of the increase after the complete 
study is made, sir. We will assume that the fat is out. 

Mr. Crerecia. That is not what that sentence says. 

Mr. Emmons. I think the intent was there. 

Mr. Creretta. We are supposed to read the lines themselves. 

The Cuairman. Mr. Cretella wants to know if the fat was cut out 
would you go along? 

Mr. Emmons. Yes, sir; we would go along. 

Mr. Hacen. I was very much inte rested in your second paragraph 
from the bottom of the second page. In connection with that I would 
like to ask you this question: Incidentally, how many do you rep- 
resent ¢ 

Mr. Emmons. Our membership runs around 12,000. 

Mr. Hagen. Do you think in your group that the American people 
would more readily and more willingly accept any justified postal- 
rate increase if they see more ev idence of competency and efficiency 
and more evidence of actual results of such competency ? 

Mr. Emmons. I think they would; yes, sir. 

The Cuamman. We have Mr. Ross D. Netherton, legislative counsel 
for the American Automobile Association. 

Is it possible, Mr. Netherton, for you to insert your statement in the 
record and then highlight it ? 


STATEMENT OF ROSS D. NETHERTON, LEGISLATIVE COUNSEL, 
AMERICAN AUTOMOBILE ASSOCIATION 


Mr. Neruerron. I have approximately a 10-page statement and I 
think it will take about 10 minutes to read it in full. 

In view of the fact that I am only concerned with one portion of this 
complicated bill, and in view of the fact that there are about 10 new 
members of this committee, I would very much like to have the full 
statement read. 

Mr. Corsetrr. Mr. Chairman, in view of that, would it not be better 
to schedule this gentleman at a later time? The House meets in about 
8 minutes. 

Mr. Murray. Cannot the gentleman highlight the statement ? 

You do not deal with the entire problem. “This is a problem that 
you have been submitting to this committee of Congress for a number 
of years, is it not? I am quite familiar with it. Can you not just 
explain your problem to the members briefly, and precisely? Is it 
about the mailing point ? 

Mr. Neruerton. It is about the headquarters rate in connection with 
second-class matter and, as I said, I think there are 10 new members 
of this committee who have not been familiar with it. 

Mr. Murray. Are you here to testify on the entire bill? 

Mr. Nernerron. I am here to testify on one section of this bill, 
which perpetuates the action of the Congress i in 1951 that tampered 
with that rate. I am here prepared to put in an appeal for a change 
of the act, an amendment of this law, which would change the action 
of the 82d Congress. For that purpose I have here a statement which 
goes into the legislative history of the policy that surrounded that 
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headquarters rate from the time it was created in 1932 and I wish to 
make the point that the reasons for the action in 1932 are as valid 
today as they were then, and therefore the action in 1951 by the 82d 
Congress was entirely unjustified, and, more than that, was ill- 
considered. 

I will try to start in at the middle of the first page, which will elimi- 
nate some of the preliminaries, except to express my appreciation for 
the opportunity to be heard after 2 years of trying to be heard in con- 
nection with this matter. 

As T said, I am appearing before your committee to invite attention 
to section 2 (b) (4) of H. R. 6052. You will find it on line 21 of page 
5 of the printed bill. 

This section provides that the present second-class postage rates on 
newspapers and periodicals, which are subject to per copy rates pre- 
scribed by section 25 of the act of 1879, as amended, shall not be 
changed. 

It is our position—the justification for which I shall immediately 
explain—that this perpetuates certain hardships which were created 
through the seneasiehont of this law by Public Law 233 of the 82d 
Congress, and that these features should now be removed from the 
law without further delay. 

If it pleases the committee, I should like to explain the hardship of 
the present postal law by describing the operation of our individual 
motor-club magazines, under the law as it has progressively been 
amended since 1879. 

The committee will remember that the act of 1879 created the so- 
called free-in-county mailing privilege for publications of the second 
class. This provided that publications, so qualified and entered as 
second-class mail, would be carried free for subscribers in the county 
where these matters were printed and published, but would not be 
delivered by letter carriers, unless a per copy rate of 1 or 2 cents, 
depending upon weight, was paid. Copies of these publications 
mailed for delivery outside the county of publication were charged 
postage at bulk rates of 114 cents per pound. The postal law re- 
mained thus until the act of June 28, 1932 

Under this law, prior to its amendment in 1932, many AAA motor 
clubs discovered that it was possible to publish their magazines more 
economically by moving their offices of publication and postal entry 
out of the large cities where their principal business offices were 
located and into small towns. 

Motor clubs who took their business to small-town printers in this 
way were able to save substantially over publishing expenses in high- 
cost urban areas; moreover their distribution frequently received 
faster service in post offices which were not overcrowded by big-city 
mail backlogs; and, finally, there was a substantial incidental saving 
on postal costs, since all copies of the publication could be mailed at. 
the bulk rates, except that portion which was to be distributed by letter 

carrier in the county of peter which required the per copy rate. 

This situation prevailed until 1932, when, pursuant to the Post 
Office Department’s recommendation, the 72d Congress amended the 
free-in-county privilege by creating the so-called “he ‘adquarters rate 
for publications which were entered as second-class matter at post 
offices located outside the letter carrier delivery limits of the city where 
the publisher had his principal business offices. This headquarters rate 
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provided that when a publisher separated his place of publication and 
post-office entry from the city where his headquarters or general busi- 
ness offices were located, the per copy rate of 1 or 2 cents should be 
charged, not only for copies of his publication delivered within the 
county of publication, but also within the headquarters city. 

For example, suppose a motor club having its headquarters and 
general business office in Chicago established its club-magazine pub- 
lication office at Mount Morris, 11].—a small town in northern Illinois 
in which there is a thriving printing and publishing industry—and 
entered its magazine as second-class matter in the Mount Morris post 
office. Prior to establishment of the headquarters rate the motor-club 
magazine would have been sent at bulk rates to all subscribers, except 
those served by letter carriers from the Mount Morris post office, which 
required per copy rates. However, after the headquarters rate was 
created, copies of the publication mailed from Mount Morris had to 
pay postage at per copy rates for delivery both in Mount Morris and 
Chicago, This obviously resulted in much higher postal costs where, 
as would clear ly be the case in the example above, a substantial per- 
centage of the member subscribers to the motor-club magazine resided 
in the headquarters city, Chicago. 

The 72d Congress, which enacted this 1932 law, recognized that 
where a publisher, operating as I have just described, had a large 
portion of his subscriber membership in his headquarters city, this 
change in the law would create grave financial hardship. And, 
for this reason, the act of June 28, 1932, provided that the head- 
quarters rate should not apply to publishers nilneiie entered as second- 
class matter who retained their entry at the post offices where then 
entered. 

This was made plain by the House committee report on the bill, 
and reaffirmed in the floor debates. In the report of House Post 
Office Committee (H. Rept. 439) of the 72d Congress is stated : 

In order that no hardship may be imposed upon publications now entered and 
mailed under the conditions referred to, it is deemed equitable to make the 
propesed provision, i. e., the headquarters rate, appliable only to publications 
entered in the future. 

On the floor of the House, the Congressional Record for March 

21, 1932, also shows that the justification for this grandfather clause 
was explained. In response to a direct question, Representative 
Kelly, of Pennsylvania, the spokesman for the bill, stated (Con- 
gressional Record, vol. 75, p. 6585) : 

Mr. Ketiy. The purpose of this bill is to prevent an abuse in the future and 
is recommended by the Department and the committee on that ground. 

Mr. Starrorp. To what extent has it been abused? 

Mr. Ketty. There are, perhaps, 100 publications of this character. I will say 
that applies largely to the publications of the religious, educational, and fraternal 
Class issued by associations that are not operated for profit. Under the law, 
they are chargeable with postage at the rate of 1 or 2 cents per copy, according 
to the frequency of the issue of the publication or the weight of the publication. 
Sometimes they will go 50 miles from their main business office and secure entry 
to avoid payment of this postage rate, and secure instead the rate of 1% cents a 
pound. 
and, later, in response to a similar question from Representative 
LaGuardia, Representative Kelly stated: 


* * * T have just answered by pointing out the character of these publications, 
and suggesting that we had best confine this provision to future action. 
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Thus, the headquarters rate was passed in 1932 on the clear under- 
standing that it was to apply to second-class mail entries which would 
be filed after that date, and that it involved such a drastic rate in- 
crease that it would be unfair to impose it upon users who had already 
based their publishing activities on the expected continuation of 
these low rates. The grandfather clause was recognition of the worth- 
while character of the work done by these nonprofit associations in 
Gyn? respective fields of interest and endeavor, and was established 

is a protection of this activity. 

Evidence that the public policy which prompted Congress to take 
this action in 19382 is still valid today can be found in both the com- 
ments of members of this committee and the Postmaster General 1 
these present hearings on H. R. 6052 

The Cuamman. You have a very fine statement, I am sure. It is 
largely a story, and quite complicated. 

Mr. Neruerron. It is designed to lay a foundation. 

The CuarrMan. Each member of the committee has a « ‘opy of your 
statement. The Chair suggests that you prepare a highlight of about 
a page, or not more than two pages, that you can submit to this com- 
mittee, so we may have a chance to know about your particular prob- 
lem. We had it in the 82d Congress. We realize that you do have a 
problem, but the Chair suggests that if you can highlight that thing 
in a couple of pages, you will accomplish a lot more good. Let it go 
in the record as it is and then come back, if you will, and leave with 
us a brief on the same thing. 

Mr. Neruerton. May I skip, then, to the top of page 8? 

Mr. Corserr. Mr. Chairman, I am one of those a little bit inter- 
ested in getting through with this, so I cannot be charged with de- 
laying this. 

I suggested when the gentleman started that he was not going to 
have ample time to present his case, and for questioning. “T think 
it is to his own detriment to proceed at this time when everybody 
is in a hurry to get to the floor, and there is another matter, I under- 
stand, to come before the committee. 

I suggest to the gentleman, for his own benefit, that he find another 
time to come back here. 

Mr. Netuerton. I can do that at whatever time the committee 
pleases. 

Mr. oe yw. You are here in Washington ? 

Mr. Neruerton. Yes. 

The ‘Cram an. Come back to us and highlight it, if you will. 

We will put your statement in the record. 

(The statement referred to follows :) 


STATEMENT OF Ross D. NETHERTON ON BEHALF OF THE AMERICAN AUTOMOBILE 
ASSOCIATION 


My name is Ross D. Netherton. I am legislative counsel for the American 
Automobile Association, which is an association of over 700 affiliated independ- 
ently incorporated nonprofit automobile clubs and branches, located throughout 
the United States, and dedicated to the service of its more than 4 million 
motorist members and the public generally in the promotion of uniform motor 
vehicle laws, the improvement of our country’s highway system, the education 
of motorists and the public at large in safer driving practices, and the collec- 
tion and dissemination of information as to all matters or things concerning 
motor vehicles and their use. It has been the purpose of the AAA, for more 
than 50 years, to speak for the motoring public in matters where their interests 
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can be advanced hand in hand with the welfare of the general public. On 
behalf of the association, I wish to express our sincere appreciation for the 
opportunity to be heard in connection with the pending legislation. 

In his prepared statement, the Postmaster General discussed the extent to 
which it was recommended that second-class rates be increased and he said 
(p. 20): 

“Considering the large losses on this class of mail, the question naturally 
arises: Why are we asking for such a small increase in rates? * * * 

“After the costs have been determined, there are many factors that enter 
into ratemaking which are matters of judgment. For more than 70 years the 
financial operation of the publishing industry has been geared to very low 
rates of postage. Any large increase at this time might cause dislocations in 
some segments of the industry. That is why the proposed increases are small, 
and that is why they are made in two installments.” 

This statement reaffirms the validity of the policy which required that a 
grandfather clause be appended to the headquarters rate. There is no clearer 
proof of this than the experience of the motor clubs which were affected by the 
failure to retain this protective language in the law of 1951; following applica- 
tion of the new rates, overall postal costs increased on the average 500 percent, 
and in certain cases reached 800 and 900 percent. 

Speaking practically, removal of the protective language of the 1932 law has 
meant that the affected motor clubs have had to decide whether they can con- 
tinue the publication of club magazines at the cost of diverting money other- 
wise spent in publie services such as organizing school safety patrols, partici- 
pating in high school driver education courses, sponsoring conferences on 
traffic law enforcement problems, and engaging in research in various phases 
of highway safety and better driving conditions and publication of the infor- 
mation so obtained. The motor clubs of the American Automobile Association 
are nonprofit organizations. They are financially supported by the dues of 
their members, and whatever surplus they may have of revenue over operating 
expenses goes into the public service activities just mentioned. If postal rate 
increases of 500 to 800 percent are suddenly imposed on them, then, obviously, 
either the club publications must suffer in order that the present level of public 
service activity may be maintained, or else, the public service activities must 
decrease in order that the club maintain its channel of news and information 
to the club members and the general public. This dilemma is precisely what 
Congress in 1932 stated it desired to avoid, and what the Postmaster General 
today says is not his desire. Yet, because the protective language of the 1932 
law was not retained in the postal rate revision law of 1951, this is precisely 
what has happened. 

It will perhaps be asked: If the public policy with respect to this phase 
of the free-in-county mdiling privilege is so firmly established, why did the 
82d Congress fail to protect it in the act of October 30, 1951? Surely, it 
will be thought, there must have been a good reason. 

To this I can only reply that I have examined the record of the 82d Con- 
gress with minute care, and if a reason existed it was not expressed—indeed, 
not even whispered—at the time this law was considered. The House hearings 
on this matter opened with Postmaster General Donaldson’s statement ex- 
plaining the need for increased revenue and proposals that this be obtained 
by certain increases of a general, uniform character. He stated (House hear- 
ings, H. R. 2982, 82d Cong.) : 


“IT feel most strongly that there should be an increase in the rates for all 
publications of the second class and that no preferences or special considera- 
tions should be given to any publications or groups of publications other than 
as covered by ewvisting law.” (Emphasis added.) 


This was recognition by the then Postmaster General—just as we have heard 
recognition by the present Postmaster General—of the danger lying in dislocating 
activities in the public interest which have long relied on low postage rates. 
Later in the hearings, several times, the committee was assured that no change 
in the basic law was asked for, but merely a uniform general increase on all 
second-class matters to be accomplished over a 3-year period. When this 
bill was reported out, there was no hint of this proposed change in either the 
House or Senate reports, which were most meticulous in describing all other 
changes in the postal law. In short, the entire record of the 82d Congress 
shows that the matter of removing the exception to the headquarters rate was 
never mentioned until, 7 months after passage of the act of October 30, 1951, 
bills were introduced to correct the oversight and restore the 1932 language. 
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In 1952 one of these bills, sponsored jointly by the chairman of the Senate Post 
Office Committee (Senator Olin Johnston), the chairman of the Subcommittee 
on Postal Legislation (Senator Thomas Underwood), and Senator Blair Moody, 
passed the Senate, but there was insufficient time for action by the House Post 
Office Committee before adjournment. These bills recognized the mistake which 
had been made and provided for its correction, and in this connection I request 
that an excerpt from the Congressional Record of June 4, 1952, be included in 
the record of these hearings. I offer it as a document supporting the appeal 
which I am making at this time. 

So, ladies and gentleman of the committee, it would appear that with the best 
intentions of preserving sound public policy and amid reassuring statements on 
every hand that the reasons for such policy are as valid today as they were 20 
years ago when that policy was written into law, the act of October 30, 1951, 
somehow, by its omission, wiped out the valuable bulk rate mailing privilege for 
a group of nonprofit publishers whose activities are centered either wholly or prin- 
cipally in fields of public service. Personally, I cannot believe that anyone in the 
82d Congress seriously believed that the post-office deficit made it necessary to 
impose increased postal costs of 500 percent on any second-class user. Nor do I 
believe that anyone in the 88d Congress would willingly perpetuate these burdens 
when the facts are known. A few days ago, the Postmaster General testified 
that a 400-percent increase in second-class rates would be required to make sec- 
ond-class matter pay for its own expenses. I submit, therefore, that the act of 
October 30, 1951, imposed much more than this on the clubs and nonprofit asso- 
ciations subjected to the change which I have referred to, and hence the result 
was discriminatory and unnecessary. 

Let me sum up the issue now before the committee by the following points: 

First, the history of our postal legislation shows that Congress has recognized 
the value to the public of encouraging the distribution of news and information, 
and has expressed policy in providing low-postage rates for publications sent by 
second-class mail. Likewise, Congress has and still does recognize the disastrous 
effect of sudden and large postal-cost increases on publishers who are nonprofit 
organizations devoting as much of their budget as possible to promotion of civic 
and public services. This hardship has, up until the act of October 30, 1951, 
been prevented by making necessary increases become effective only gradually 
and in moderate degrees. 

Second, this historic policy was somehow lost sight of when the act of October 
30, 1951, was passed without retaining the protective language which had existed 
in the law for 20 years with respect to the headquarters rate. The result was to 
east an immediate burden upon the group of publishers affected in the form of an 
increase in postal costs far out of proportion to either reason or necessity. 
While I cannot speak for other publishers so affected, I can cite the case of the 
AAA motor clubs whose costs rose on the average 500 percent, and in some indi- 
vidual cases to 800 and 900 percent. 

Third, speaking for themselves, the motor clubs of the AAA have never ob- 
jected to rate increases of a general and uniform character. They did not oppose 
the 100-percent increase over 3 years which Postmaster General Donaldson asked 
for in 1951; they did not oppose the 30-percent increase over 3 years which Con- 
gress saw fit to grant in 1951; and they do not oppose the addition of another 
40-percent increase over 2 years which Postmaster General Summerfield now 
requests, if it is the judgment of Congress that such an increase is necessary. 
This, I submit, is a reasonable and willing attitude on our part. But, we do 
protest with all the strength that we command the perpetuation of the hardships 
which were imposed by the failure of the act of October 30, 1951, to retain the 
language which excepted from the headquarters rate those publishers who have 
established and conducted their affairs on the expectation that they would be 
permitted to use the pound rates instead of the per copy rates. 

Publishing is not the primary business of motor clubs; it is a means of carrying 
to the public the information of the clubs’ activities. Records show that no 
motor club operates its magazine at a profit. All are carried in varying degrees 
by the financial resources of the organization. Thus there is a delicate balance 
of the organization’s resources among its various projects and activities. The 
bald fact is that this balance will be badly upset if magazine mailing costs remain 
where they were left by the act of October 30, 1951. 

Therefore, what is now specifically asked is that this committee amend the 
present bill, H. R. 6052, by striking out the section which provides that there 
shall be no change in section 25 of the act of 1879, as amended. And in its place 
add to this bill the language which provides that the headquarters rate shall not 
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apply to publications which were entered as second-class matters prior to the 
date when the headquarters rate became effective and which have retained their 
entry at such post offices where so entered. I have taken the liberty to draft a 
proposal in language which will accomplish the purpose of such an amendment, 
and I ask that a copy of this be included in the record of these hearings. This 
would not exempt the publications so affected from paying any general uniform 
increased rates which were enacted under the law of 1951 or which may be 
enacted under the present bill. This amendment would merely restore the 
protection which these privileges have always—up until the most recent general 
rate revision law—enjoyed under the postal law. Under the circumstances, we 
believe that fairness and public policy require that this be done. 

Drarr ProposaAL or AMENDMENT OF SEcTIOn 2 or H. R. 6052 Brerore THe House 

Post OFFice COMMITTEE, 83p CONGRESS, Ist SESSION 


Section 2 is hereby amended by adding the following language immediately 
following section 2, paragraph (f) : 

“(g) Section 2 (b) of the act entitled ‘An act to adjust postal rates,’ approved 
October 30, 1951 (Public Law 233, Eighty-second Congress), is amended to read 
as follows: 

“*(b) The free-in-county mailing privilege and the rates of postage on 
copies of publications of the second class when addressed for delivery within 
the county in which they are published and entered as such shall be the same 
as authorized by existing law: Provided, That copies of a publication mailed at 
a post office where it is entered, for delivery by letter carriers at a different post 
office within the delivery limits of which the headquarters or general business 
office of the publisher is located (except any such publication entered as second- 
class matter prior to June 28, 1932, which retains its entry at the post office 
where entered on such date), shall be chargeable with postage at the rate that 
would be applicable if the copies were mailed at the latter office, unless postage 
chargeable at the pound rates from the office of mailing is higher, in which 
case such higher rates shall apply’.” 

Also, section 2 (b), (4) is hereby amended to read as follows: 

“(4) Newspapers and periodicals subject to the per copy rates prescribed 
by section 25 of the Act of March 3, 1879, as amended (39 U. S. C., sec. 286), ex- 
cept as provided in paragraph (g) of this section.” 

And also, section 2 (e) is hereby amended to read as follows: 

“(e) Nothing contained in this section shall affect the free-in-county mailing 
privilege provided by existing law, except as provided in paragraph (g) of this 
section.” 

The Cuatrman. Come back with a couple of pages. 

Mr. Neruerton. Is it possible to set a definite time for that. 

The Cuamman. We cannot at the moment, but the staff will arrange 
your time for you. 

Mr. Creretta. Mr. Chairman, might I also, for the purpose of the 
record, at this time say that when Mr. Netherton has completed his 
statement, I received a wire this morning from the Connecticut Auto- 
mobile Association which I should like to direct to the attention of 
the committee. 

Mr. Coir. May I ask that his statement be inserted in full in the 
record at this peer I do not believe he understands that. Then 
he is to boil it down and come back before the committee. 

The Crarrman. His entire statement has been presented in the 
record. We will let him return and give us the highlights of what 
his problem is. 

Mr. Coxe. That is what I intended. 

The Cuarman. Then Mr. Cretella has asked unanimous consent to 
extend in the record a statement from the Automobile Association 
from his district. 

Mr. Moss. I have a similar telegram from the California State 
Automobile Association. 
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The Cuamman. Mr. Moss has the same request. 

Mr. Bouron. May I suggest that that applies to all the members 
of the committee ? 

The CHarrman. Yes. 

(The text of the telegrams referred to by Mr. Cretella, Mr. Moss, 
and Mr. Bolton appears in the testimony of Mr. Ross D. Netherton, 
legislative counsel, American Automobile Association, July 27, 1953.) 

Mr. Lestnsxt. For the members of the committee, | would like to 
make a statement that as to the particular item Mr. Netherton is 
talking about now in the record, due to the action of the 82d Congress, 
they have been given a thousand percent increase in about 50 percent 
of their mailing. For that reason I think we all should know what 
this particular item is about regarding this part of the bill. 

The Cuarrman. The gentleman has a very unusual situation, and 
it seems to apply particularly to his organization. 

Mr. Neruerton. I appreciate very much the element of time in 
these hearings, but, as you say, it is a problem which needs some 
explanation. 

I assume that all the members of the committee have the full state- 
ment. 

The Cuatrman. The members do have copies. 

Mr. Neruerron. Then it is my understanding that I am to return 
at the convenience of the committee, to summarize this and to expand 
it with further information in response to questions ? 

The Cuarrman. We are not asking you to expand it. We are just 
suggesting that you highlight your statement. 

Mr. Neruerton. There are some things that by questions were 
opened up that I had not anticipated. For that reason I want to make 
sure that I have all the information that the committee desires, 

The Cuarrman. I call attention to the members of the committee 
that the transcripts for the first 4 days of the hearings should go to 
the printer this afternoon. 

Mr. Hagen. That is going to be difficult, but I will try to read all 
of my questions and observations nevertheless. 

The Cuarrman. The Chair would like to have a meeting tomorrow 
morning at 10 o’clock to try if possible to complete the examination 
of the post office officials by Mr. Hagen. 

Mr. Core. Mr. Chairman, I suggest that that be advanced to 9 
o'clock. If you meet at 10 you cannot do any work at your office, 
anyway. 

Mr. Hagen. I do not think you will get a quorum. 

Mr. Murray. It is not necessary to have a quorum at these hearings. 
The Postmaster General said he could not come back this morning 
so that you could finish the cross-examination, because he had to be 
at a Cabinet meeting. I understand we told him to come back to- 
morrow morning at 10 o’clock. You did not object to that, did you? 

Mr. Hacen. Do you want the committee to act at a Saturday 
session ? 

Mr. Murray. Is it unprecedented? If there is not a quorum and 
those who do show up do not want to hear it, they do not have to. 

Get the wishes of the committee on it, anyhow. 

Mr. Ruopes. Mr. Chairman, I want to say that Saturday is going 
to be very inconvenient to me. I am going back to my district. I 
made that arrangement some time ago now. I understood the pur- 
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pose of the full committee hearings, rather than subcommittee hear- 
ings, was to give all the members an opportunity to hear these reports. 
I do not think we ought to have a meeting tomorrow morning, in view 
of the fact that so few will be here. 

Mr. Murray. Mr. Rhodes, all the committee finished with the ex- 
amination of the Postmaster General and his representatives with 
the exception of Mr. Hagen. Mr. Hagen said it would take him 3 to 
4 hours. When the Postmaster General said he could not come back 
today because of the Cabinet meeting, I suggested then that he come 
Saturday and let Mr. Hagen finish his examination. Let us not prolong 
the examination of the Postmaster General over to next week. 

Mr. Corverr. I would like to move that since this is a matter of 
housekeeping, we now go into executive session and settle that. 

The Cuarrman. We will go into executive session. 

(Whereupon, at 12:08 p. m., Friday, July 17, 1953, the committee 
proceeded into executive session.) 





POSTAL-RATE REVISION 





MONDAY, JULY 20, 1953 


Hovuss or RepreseNTATIVES, 
CoMMITTEE ON Post Orrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met at 9:45 a. m., Hon. Edward H. Rees (chairman) 
presiding. 

The Cuarrman. The committee will be in order. 

Mr. Downy. Mr. Chairman, I am in a very small minority this 
morning. 

The CrarMan. I am sure you will be able to hold the situation in 
good shape for the entire Democratic side of the committee. 

Mr. Crerecta. Do the Democrats not work on Monday morning? 

Mr. Downy. I observe that the Republicans are not very unanimous. 

Mr. Corr. I want to say to the gentleman from Texas that he is 
always on the job. 

Mr. Hacen. We cannot have a hearing unless we get a quorum. 
I received a ruling from the House Parliamentarian that you cannot 
have a hearing of any kind; you cannot get testimony or hear wit- 
neses unless you have got a quorum. Here is the rule on page 186. 

The CuarrMan. We will not worry with that. 

Mr. Hacen. The purpose of a hearing is to get the members in- 
formed on these things, not just for the record. 

The Cuatrman. That is correct. 

Mr. Hacen. We cannot have a hearing until you have a quorum. 
What is the use of having hearings unless you have a quorum. Is 
there any sense to it? 

The CHatrmMan. Yes. 

Mr. Hacen. What is the sense to it? 

The CHatrMan. Let us not argue that now. Let us not start any 
argument now before we get started. We iust hope there will be a 
quorum of the committee. Let us not start that kind of thing at the 
begining of the hearing. 

Mr. Hacen. I did not start it. 

(Short pause. ) 

The Crarrman. I regret there has been a delay here but a point of 
order was raised because a quorum was not present. Mr. Hagen felt 
we should have a quorum before starting our discussion. A quorum 
is now present. 

The committee will further consider H. R. 6052. 

Before beginning our hearings, the Chair at the request of the 
Curtis Publishing Co., will insert its statement at this point in the 
record. 
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(The statement referred to is as follows:) 


THE CURTIS PUBLISHING (o., 
Philadelphia 5, July 17, 1953. 
Hon. Epwarp H. Ress, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

Dear Str: This letter is respectfully submitted in opposition to H. R. 6052. The 
Curtis Publishing Co. is a large user of the United States mail service; its annual 
postal expenditure currently is approximately $614 million. The company is 
deeply concerned regarding the so-called postal deficit as a large taxpayer whose 
annual Federal taxes are currently in excess of $4 million. 

We believe that readjustment now of postal rates as provided in H. R. 6052, 
would be premature and without adequate basis for determination of their 
equitability, wisdom, necessity and effects, for the following reasons: 

(a) It is illogical to expect postal revenues to approximate postal costs unless 
policies and methods are comparable to those which would be essential to solvent 
operation of a business. 

(b) Postal service is now maintained in areas and to an extent which no 
private business could afford. For example, over 90 percent of our post offices 
are said to take in less revenue than their purely local expenses, No private 
business could remain solvent under such conditions, which can be justified only 
as a public service to the Nation. 

(c) Costs allocated to various classes of mail do not give adequate considera- 
tion to such factors as public service, priority of handling, education and public 
information, or stimulation of business activity from which the Government 
derives substantial tax revenues. 

(d) The Post Office Department, in recommending transfer of some $80 mil- 
lion of airline subsidies, has given recognition to the principle that purely 
policy costs are not properly includible as a part of the postal deficit. This 
principle should certainly be extended to items such as franked and penalty 
matter, free mail for the blind, and differentials favoring religious, educational, 
scientific, philanthropic, agricultural, labor, and fraternal publications. Over 20 
years ago the Congress approved segregation of such public service items mailed 
at nominal or no charge, confirming that such expense was not properly charge- 
able to other users of the mails. We sincerely believe that the same principle 
can and should be applied to such other postal costs as are incurred by public, 
as distinguished from commercial, service before attempting to bring postal 
rates in line with postal costs by class of mail. 

(e) Under Senate resolution S. 49 comprehensive studies of the entire postal 
service and rate structure are currently being made with respect to— 

(1) A more realistic and practical cost ascertainment system ; 

(2) The proper allocations of cost or expenditures by the Post Office Depart- 
ment against the several classes of mail; 

(3) A definition of congressional policy with respect to the operation of the 
Post Office Department as a service; 

(4) A reduction in the expenditures of the Post Office Department by reason 
of improved methods, procedures, and devices ; 

(5) Improved working conditions and better morale among the postal em- 
ployees ; and 

(6) An improved postal service at less cost to the taxpayers, 

In view of the fact that the results of these studies are expected to be available 
to the Congress early in 1954, we sincerely believe that in the public interest 
and to avoid the possibility of inequitably postal rate burdens which could do 
unintended but irreparable damage, action on H. R. 6052 should be deferred 
until 1954. 

Respectfully, 
Rosert BE. MAcNeat, President. 


The Cuarrman. We have with us this morning Mr. Strackbein, who 
represents the International Allied Printing Trades Association. He 
states that he has some very important business to transact and we 
will accommodate him now. He has advised that his statement will 
be not more than 5 minutes, so we will hear from Mr. Strackbein, 
representing the International Allied Printing Trades Association. 
Mr. Strackbein is recognized. 
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STATEMENT OF 0. R. STRACKBEIN, LEGISLATIVE REPRESENTA- 
TIVE, INTERNATIONAL ALLIED PRINTING TRADES ASSOCIA- 
TION 


Mr. Srrackpern. Mr. Chairman, I want to thank you for your 
courtesy. I will endeavor to stay within the time limit. 

I represent, in the matter of this postal-rate-increase bill, the follow- 
ing international printing-trades unions, all affiliates of the American 
Federation of Labor: International Printing Pressmen and Assist- 
ants’ Union, International Brotherhood of Bookbinders, International 
Photoengravers’ Union, and International Stereotypers and Electro- 
typers Union. 

We have consistently opposed the proposition that the postal deficit 
must be eliminated or virtually erased for the mere sake of making 
the Post Office Department self-supporting. We have endeavored to 
consider every aspect of the question and can find no great principle at 
stake, 

The distribution of the mail is a service of benefit to all the people. 
The cost, no matter how defrayed, will be borne by virtually all the 
people because nearly all of them use the mail in one form or another. 
Other governmental services that do not carry the same universal 
aspect in their benefits are provided at the general expense and covered 
by the public revenue. 

Why, then, get excited over a postal deficit ? 

What does matter is efficiency of the service. To keep the cost to 
the public as low as possible through efficiency of operation is impor- 
tant. Whether this service is paid for by its users in one form or 
another is of lesser importance. 

It might be asked then, Why not raise the money through postal 
rates rather than through taxes? 

Our taxes are graduated more nearly according to ability to pay. 
However, that is not the most important consideration. As a repre- 
sentative of the printing-trades unions mentioned above, I wish to 
address myself to the rates on newspapers, periodicals, magazines, and 
books. We take no position with respect to the other proposed 
increases. 

The great mass circulation achieved by these media of information, 
education, and culture may be credited in great degree to low consumer 
prices made possible through advertising revenue. Low postal rates 
helped to establish and maintain low prices. Low prices led to mass 
circulation and this, in turn, increased the value to advertisers. 
Higher rates could be and were charged for advertising and the reve- 
nue so derived was substantial. The upshot was that adverti tising 
revenue made it possible to hold subscription prices at low levels, thus 
assuring the continuation of mass consumption. 

Hardly anyone will question the public benefit derived from the 
wide circulation and distribution of newspapers, magazines, and books. 
The secret lies in the system just described. While books are not 
media of advertising, book publication has undoubtedly benefited from 
the wide establishment of the reading habit as have, no doubt, some 
periodicals that carry little or no advertising. 

The principle of mass circulation having been established in the 
manner described, it would be unwise to reverse the process on the 
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theory that what appears to be well established is no longer an infant 
and therefore no longer in need of the same treatment. 

_ It would not be stretching the imagination or even invoking imag- 
ination to credit the mass circulation of newspapers and periodicals 
with a heavy contribution to the whole concept and actual achieve- 
ment of mass production in other fields. Therefore, we should be 
slow in discarding a system that has produced such rich reward. 

Today, of course, other advertising media offer competition to and 
supplement our newspapers and periodicals; and this fact should be 
taken into account. 

The economic interest of the employees of the printing trades and 
graphic arts in the proposed rate increase is naturally direct and vital. 
Whatever adversely affects the industry will also injure the oppor- 
tunities of continued or increasing employment of the workers as 
well as the maintenance of the labor standards that have been achieved. 
We recognize a community of interest among employers and workers 
in the economic well-being of our industry and it is for that reason 
that we support the publishers and manufacturers in their opposition 
to an increase in postal rates on newspapers, periodicals, magazines, 
books, and similar printed matter. 

Thus, while there is no high principle to be served by eliminating 
the deficit incurred in the carrying of these items of mail, there is, 
on the other hand, danger of damaging the system of mass distribution 
that is responsible for the low-cost reading matter enjoyed by the 
public, much to its educational, civic, and cultural benefit. 

We wish to make it clear once more that the pay of postal employees 
should in no case be linked to the presence or absence of a postal 
deficit. Their salaries should be determined on the same principles 
that guide the pay of other governmental emlpoyees. 

For the foregoing reasons we wish once more to register our firm 
opposition to an increase in postal rates on the items secified. 

That is the end of my statement. I do not want to say that we also 
opposed the proposal to vest the adjustment of postal rates in the 
Postmaster General. 

Thank you very much. 

The Cuarmman. Are there any questions? 

Mr. Davis. I want to ask a question. 

Mr. Strackbein, I note from your statement here that you are 
opposed to the theory that the Post Office Department should be self- 
supporting. j ; 

fase you made any study of that situation as it applies to the ex- 
penses and operation of the Post Office Department as compared with 
other departments of the Government which also are service institu- 
tions or service operations, and which have never made any, pretense of 
paying their own way? 

Mr. Srracksern. Yes. Take, for example, the Department of Com- 
merce, the Department of Labor, the Department of the Interior, the 
Agriculture Department. All of them serve certain segments of our 
economy. They make no pretense of being self-sufficient revenuewise. 
They do charge for some of the services but there seems to be no par- 
ticular system that determines whether they charge or do not charge 
for particular services. 

Mr. Davis. Of course, this committee and the Congress must pass 
upon that question as one of the important phases of this legislation. 
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Have you in your study of these things reached any conclusion as to 
why the postal service should be set apart in a category of its own and 
why these others should not be in the same category, that is, self- 
supporting ? 

Mr. Srracxeern. The conclusion that I have reached is that the 
postal service is really of much broader application, serving all the 
people of the United States, than are the services rendered by these 
other departments. They, on the one hand, cover their expenses by 
the public revenue. That is, in very high percentage at least. On 
the other hand, the Post Office Department covers most of its expendi- 
tures through stamp sales and similar sales to the public, so that if you 
adopt the principle that each department should defray its own 
expenses, then certainly the Post Office is already far ahead of any 
other department of the Government in that respect. 

Mr. Davis. Have you made any study that you can give us the 
percentages of these other departments, such as the Weather Bureau, 
the Meat Inspection Department, the Bureau of Labor Statistics, and 
these other service operations? 

Mr. Strracksern. I do have it up to date. I have some information 
that I gathered in the past; it has not been brought up to date but, if 
you so desire, I will undertake to supply it to the committee. 

Mr. Davis. I would like to have it if you could bring it up to date and 
give us the—— 

Mr. Stracksern. As F say, some of these departments and agencies 
do make charges for certain publications and certain services. 

Mr. Davis. There is a charge for meat inspection and there are some 
of these other services which are rendered where charges are made; 
I am not prepared to say at this moment whether the charge which 
is made is sufficient to pay for the service or whether it is insufficient, 
and I think that that information would be of considerable help in 
passing on this question. 

Now, I notice from your statement also that you seem to have some 
apprehension that if circulation is decreased, that that would in turn 
mean a decrease in employment for the members of the union which 
you here represent. 

Mr. Srracksern. Correct. 

Mr. Davis. Do you feel that that is a serious threat to employment 
insofar as these unions are concerned ? 

Mr. Srracksetn. The threat, of course, can be of a different magni- 
tude, and a threat of one kind coming at one time in the economic 
situation may not be as serious as it would be at another time. 

Now, facing the near future, of course, no one really knows what the 
turn of our economy is going to be. But let us assume with greater 
pacification of the world and a leveling off or dec line 1 in our defense 
expenditures, it does appear that the great sellers’ market which has 
been in being now for come years may diss appear 

Now, it will not take as much of an increase in post al rates to damage 
employment under those circumstances as it would were the sellers’ 
market to continue uninterruptedly. 

Mr. Davis. That is all I wanted to ask at this time, Mr. Chairman. 

The Cuatrman. Then, may I ask you briefly this question: Do you 
want this committee to believe that postage rates in the groups you 
have testified to are too high now ? 
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Mr. Srracksein. I would not say that they are too high for the 
present level of prices that is prevailing. 

They could, with a decline in prices, perhaps loom up as fairly 
serious but I would would not want to say that under present price 
levels and present wage levels and the present economic activity that 
these rates are too high. No; I would not want to say that. 

The Cuarrman. Do you feel that individuals or groups that use 
the mail for business purposes ought to pay at least a fair share of 
assisting them to carry on that business by the Government ? 

Mr. Srracksern. I would say that that is a sound principle. 

The Cuarrman. I just wanted to get your view on that. 

Mr. Bolton, any questions? 

Mr. Bouron. I just want to make sure that I understand the 
centleman. 

Is it my understanding, sir, that your position is that the advertising 
media furnished by the users of second-class and third-class mail is 
so important te the distributive sysiem of this country that it should 
be paid for about 75 percent by the taxpayers of the country ? 

Mr. Srricksern. I am trying to describe what has happened in 
the development of mass circulation of our newspapers, periodicals, 
and magazines and I attribute that, I think correctly, to the large 
revenues derived from these publications from advertising sources 
which permit the sale to the public at much lower prices than the 
actual cost of these media of circulation that led to mass circulation 
and would not have been possible had this sort of revenue provided 
by advertising not been available. 

Now, whether it is 75 percent or whether the cost is 75 percent or 
50 percent or 40 percent, I am not concerned. 

Mr. Bouron. Thank you, sir. 

The Cuarmman. Mr. Gross, 

Mr. Gross. Mr. Strackbein, you take no position on the first-class 
rate ¢ 

Mr. Srrackpern. Correct; I take no position on that. 

Mr. Gross. Do you not think that the first-class service is the service 
that serves with equal facility those who live in penthouses as well 
as those who live in the slums ? 

Mr. Srrackeern. I assume they do. 

Mr. Gross.The rich as well as the poor man, 

Mr, Srrackpern. Correct. 

Mr. Gross. Would you not think that this increase in the first-class 
rate is unjustified in view of the, let us say, profit already accruing 
to the Post Office Department from the first-class rate ? 

Mr. Srracknein. Well, Mr. Gross, if I expressed an opinion, it 
would have to be purely a personal opimion because in my capacity 
here as representing these printing-trades unions, they have taken 
no position on that particular question. 

Mr. Gross. I will be glad to have your personal opinion. 

Mr. Srracxsein. I have not given sufficient study to the matter 
really to arrive at what I would call a considered opinion and would 
prefer not to express an opinion. 

The Cuarrmman. Mr. Withrow. 

Mr. Wirnrow. Would you care to express an opinion on whether 
or not it would be advisable to establish another class of mail say, for 
instance, the fifth class of mail, in which we would put all of these 
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publications that were given a preferred status or preferred rate so 
that we could avoid this confusion and the public could know just 
exactly how much we are giving to them in the way of preferment 
and then the Congress and the committee can enact appropriate legis- 
lation for fifth-class mail and lay down definite policies as to what 
preferment we wish to give. 

Mr. Srrackeein. You refer to weekly publications, or the rural 
papers ¢ 

Mr. Wirurow. All the publications that are given any preferred 

rate, like the free-in-counties, all placed in one group. 

Mr. Srracksern. I think it might help to make a better analysis 
in the future of the cost attributable to the one class versus the other 
and it might throw a light in that respect and make it possible to 
adopt a different policy toward the one and the other in the future. 

In that sense, I think it might be justified, but I have really no pro- 
found conviction on the matter. 

Mr. Wirnrow. I am not saying as one who is an enemy of those 
preferments but I do think there is a lot of confusion that exists now 
and I think that that would definitely clear up tliat confusion. 

Mr. Srrackeern. It might help also to determine if you had the 
correct and proper costing system just how much of the deficit is at- 
tributable to this class versus the other class. Perhaps there is more 
of a deficit there than is now thought to be and that the other services 
are credited or charged with a deficit that is not properly attributable 
to them. 

The Cuarrman, Mr. Corbett. 

Mr. Corserr. Mr. Chairman, I just want to observe that I was glad 
the gentleman placed as much emphasis as he did on the matter of 
the postal deficit. Over all the years, and particularly since January 
of 1945, we have been talking about the fact that there ought to be 
a statement of policy on the part of the Congress as to whether this 
post office was a business or a service. 

We have never yet faced up to that issue. Nor have we done the 
corollary thing of determining if it is partly business and partly serv- 
ice, and what shall be considered service and what shall be considered 
business. 

Now, during these hearings there is increased recognition of the 
fact. that much of the so-called deficit really is a result of govern- 
mental policy rather than a result of operating losses and I believe 
that this statement, of course, is important over the long-time period 
because we are going to have postal deficits with us prob: ibly as long 
as we have a post office unless we get into another war period. 

I think, then, that the more we tend to reason in terms of setting 
aside a fifth class of material going through the mail and pointing up 
these other items which are not attributable to operating losses, the 
closer we are coming to accuracy in our thinking, and then we can 
attack what remains of the deficit and if there are business groups 
taking an unfair advantage of rates, we can deal with them out in the 
open, but certainly, there should be no disposition to tax one segment 
of the economy to pay for general policies. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Hagen. 

86316—58—vol. 24 
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Mr. Hacen. Mr. Strackbein, do you represent all of the unions that 
are in the printing industry, in the publishing industry, or just a 
portion of them? , 

Mr. Srracksern. I represent all of them but one of the unions is 
taking no position. 

Mr. Hacen. I see. 

Do these organizations, as listed in your testimony sheet here, have 
local unions throughout the whole country ? 

Mr. Srracksern. Yes. 

Mr. Hagen. In some cities you would have more than one local, or 
at least one local for each of the various metropolitan areas? 

Mr. Srracxsern. In the larger cities there would be more than one 
local. 

Mr. Hacen. Will you tell us for the record approximately how 
many employees do you represent here today ? 

Mr. Srracksern. Offhand, I would say those four would be probably 
200,000. 

Mr. Hacen. And they are all union employees ? 

Mr. Srrackeern. Correct. All affiliates with the American Federa- 
tion of Labor. 

Mr. Hagen. Your group also is very much interested in third-class 
mail although your statement seems to stress books and things of that 
kind. 

Mr. Srracksern. That is correct. 

Mr. Hacen. But your people, your employees participate in the 
work involved in printing up third-class mail and all the material 
that goes into a third-class mailing such as envelopes, circulars, 
coupons, and color jobs and various things that go into it. 

Mr. Srrackeern. That is correct. 

Mr. Hacen. Now you know, of course, that the third-class mailing 
business represents a billion-plus, over $1,100,000,000, last year repre- 
senting thousands of small, independent third-class business-mail 
users and thousands of small businesses throughout the country. But 
your union members do get employment from those people throughout 
the entire country. 

Mr. Srrackpern. Yes. 

Mr. Haaren. Then one further question: You indicated that you 
thought that the postage rates at this time were not too high. Then 
is it fair for me to believe that you feel that the postage rates are high 
enough at this time? 

Mr. Srracksern. I would say they are certainly high enough. I 
would not want to see them any higher. 

The Cuarrman. Thank you, sir. 

Now we will hear from the representative of the National Associa- 
tion of Direct Selling Companies. Do we have someone here repre- 
senting that group this morning? 

If not, then we will hear from the representative of the Mail Adver- 
tising Service Association. Is there anyone here. representing that 
group this morning? 

If not, then we will hear from the representative of the National 
“ducation Association. 
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STATEMENT OF JOSEPH JAMES McPHERSON, EXECUTIVE SECRE- 
TARY OF THE DEPARTMENT OF AUDIO-VISUAL INSTRUCTION, 
NATIONAL EDUCATION ASSOCIATION 


Mr. McPuerson. My name is Joseph James McPherson. I am 
executive secretary of the department of audio-visual instruction of 
the National Education Association. 

I am speaking in behalf of the Committee on Equitable Postal Rates 
for Educational Films, also. 

My purpose in appearing before the committee this morning is to 
speak in opposition to H. R. 6052, a bill to readjust postal rates, and 
for other purposes. 

It is urged that the committee not take favorable action on H. R. 
6052 at the present time for these reasons: 

H. R. 6052 has been brought before the House Committee on 
Post. Office and Civil Service in such a hurried manner that oppor- 
tunity has not been given for an adequate study of the various effects 
that the bill might have on the economy of our Nation and upon the 
distribution of information of an educational, cultural, and scientific 
nature through the mails. For example, both the House of Repre- 
sentatives and the Senate recently passed 8S. 971, a bill to authorize 
films and related materials for educational use to be transmitted 
through the mails at the rate provided for books. If passed as now 
worded, H. R. 6052 would negate a part of the advantage to educa- 
tional and certain nonprofit institutions, which would be made possi- 
ble through S. 971. 

It would be watering down effects of a bill that was unanimously 
passed by both the House of Representatives and the Senate. 

2. Before postal rates are changed in a hurried manner it is highly 
desirable that a thorough study be made of the following matters: 

(a) The actual cost of special post-office services at the present 
time. 

I understand that studies have been made of this, but they are sub- 
ject to a certain amount of questioning, not with regard to the figures 
involved but with regard to the method of allocation of costs. 

(+) The cost: to the Post Office Department of certain services not 
directly related to the handling of mail, but which are included in a 
statement of departmental deficits. 

(c) The question of whether the Post Office Department should or 
should not give special services to the American people through re 
duced postal rates as a means of strengthening the economy of the 
Nation and also assisting with the desirable exchange of information 
of an educational and cultural nature. 

It is my understanding that a study has now been started by a spe 
cial committee of the Post Office and Civil Service Committee of the 
Senate which may lead to answers to the three matters mentioned 
above and which will undoubtedly shed much light on the many prob- 
lems involved in raising the rates of various classifications of mail 

Under such circumstances, it would seem desirable to delay consid- 
eration of the present bill until all of the facts that might be revealed 
by such a study are in hand. 

If, in spite of the existence of substantial reasons to the contrary, 
it is the decision of the committee to act favorably upon H. R. 6052 
at the present time, the Committee on Equitable Postal Rates for Edu 
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cational Films urges that certain changes should by all means be made 
in this bill. These changes are necessary to prevent the loss of advan- 
tages to education that will be given by S. 971, a bill to authorize films 
and related material for educational use to be transmitted through 
the mails at the rate provided for books, which was passed unani- 
mously by both the House and the Senate. 

There are certain changes which we would like to urge be made in 
H. R. 6052: 

1. Section 5, lines 7 through 15 of page 9 of the bill, should be 
stricken out and in its stead should be substituted the wording as 
given by section 204 (a) of Public Law 900 of the 80th Congress, which 
has been amended by S. 971 of the present Congress to read as follows: 


Sec. 204. (a) * * *. ; 

(d) (1) Books, permanently bound for preservation consisting wholly of reading 
matter or reading matter with incidental blank spaces for student’s notations 
and contining no advertising matter other than incidental announcements of 
books and when in parcels not exceeding 70 pounds in weight, may be sent at the 
postage rate of 8 cents for the pound or fraction thereof and 4 cents for each 
additional pound or fraction thereof. 

(2) The rate provided in paragraph (1) for books may apply to 16-millimeter 
films and 16-millimeter film catalogs when sent through the mails except when 
sent to commercial theaters. 

(e) (1) Books, consisting wholly of reading matter and containing no adver- 
tising matter other than incidental announcements of books, when sent by public 
libraries, organizations, or associations not organized for profit and none of the 
net income of which inures to the benefit of any private stockholder or individual, 
as a service to county or other unit libraries or as a loan to readers or when 
returned by the latter libraries or readers to such public libraries, organizations, 
or associations shall be charged with postage at the rate of 4 cents for the first 
pound or fraction thereof and 1 cent for each additional pound or fraction 
thereof, except, that the rates now or hereafter prescribed for third- or fourth- 
class matter shall apply in every case where such rate is lower than the rate 
prescribed in this subsection for books under this classification: Provided, That 
this rate shall apply only to such books as are addressed for local delivery, for 
delivery in the first, second, or third zone, or within the State in which mailed. 
Public libraries, organizations, or associations before being entitled to the fore- 
going rates shall furnish to the Postmaster General, under such regulations as 
he may prescribe, satisfactory evidence that none of their net income inures to 
the benefit of any private stockholder or individual. 

(2) The rate provided in paragraph (1) for books may apply to 16-millimeter 
film, filmstrips, projected transparencies and slides, microfilms, sound recordings, 
and catalogs of such materials when sent to or from (A) schools, colleges, 
universities, or public libraries, and (B) religious, educational, scientific, philan- 
thropic, agricultural, labor, veterans’, or fraternal organizations or associations, 
not organized for profit and none of the net income of which inures to the benefit 
of any private stockholder or individual. 

2. Section 8 (a) subsection 4 should be stricken out of the pro- 
posed law. 

These arguments are respectfully submitted in behalf of the Com- 
mittee on Equitable Postal Rates for Educational Films, This com- 
mittee is composed of the following national organizations: American 
Library Association, Association of Chief State School Audio-Visual 
Officers, Education Film Library Association, Film Council of Amer- 
ica, National Audio-Visual Association, and the National University 
Extension Association. In addition to these member organizations, 
the work of the committee is supported by several hundred national 
and regional organizations in education, public affairs, and industry 
throughout the United States. <A partial list of some of these organ- 
izations includes the following nationwide organizations: 
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American Council on Education. 

American Association of Junior Colleges 

American Civil Liberties Union. 

American Dental Association. 

American Library Association. 

American Nurses Association. 

American Social Hygiene Association. 

American Unitarian Association. 

Association of Chief State School Audio-Visual Officers. 

Boy Scouts of America, 

Brotherhood of Railroad Trainmen. 

Congregational Christian Churches, Missions Council Department of Visual 
Aids. 

Cooperative League of the U.S. A. 

Correctional Education Association. 

Educational Film Library Association, Inc. 

Esperanto Foundation. 

Film Council of America. 

Friends Committee on National Legislation, 

Girl Scouts of the U. S. A. 

Holy Name Society. 

Industrial Audio-Visual Association. 

International Ladies’ Garment Workers’ Union. 

Lutheran Laymen’s Movement for Stewardship of the United Lutheran Church 
of America. 

Motion Picture Association of America, Inc. 

National Art Education Association. 

National Audio-Visual Association, Inc. 

National Council of Chief State School Officers. 

National Edueation Association of the United States. 

National Federation of Music Clubs. 

National University Extension Association. 

Pilot Club International. 

Union of American Hebrew Congregation. 

University Film Producers Association, 


Some of the other organizations are: 


Almanac Films, Inc, 

Anti-Defamation League of B’nai B’rith. 
Association Films, Inc. 

Audio Devices, Ine. 

Audio-Visual Tape Libraries, Inc. 
Audubon Society. 

Cleveland Publie Library. 

Colorado State College of Education. 
Connecticut State Department of Education. 
Coronet Instructional Films. 

DeVry Corp. 

Eastman Kodak Co. 

Encyclopaedia Britannica Films, Inc. 
General Mills, Inc. 

Georgia State Department of Education. 
Goodwill Industries of America, Inc. 
Hill & Knowlton, Ince. 

Indiana University. 

Jam Handy Organization. 

J.P. Lilley & Son. 

McGraw-Hill Book Co., Inc. 

National Film Board of Canada. 

New York University. 

Ohio State Department of Education. 
Pennsylvania State College. 

Silver Burdett Co. 

State University of Iowa. 

Sunday School Board of the Southern Baptist Convention. 
United States Rubber Co. 

United World Films, Inc. 
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Universal Pictures, Inc. 

University of Oklahoma. 
University of Wisconsin. 
Walt Disney Productions. 


I wish to thank you for the opportunity to appear. I will be glad 
to attempt to answer any questions that may be 1 aust Mr. Chairman. 

The CHarrman. Thank you, sir. 

Are there any questions on my left ? 

Mr. Wirnrow. I would like to propound this question, as I intend 
to propound it to every oneoft those who appear today : 

What do you think of the wisdom of establishing a fifth class of 
mail into which we can put all of these groups that are receiving 
preferred status, so that we will definitely know ! 

The CuHarrman. Is group I included in that? 

Mr. Wrrnrow. That is perfectly all right. 

Mr. McPuerson. It is a question that I would have to answer per- 
sonally. I have not had any chance to discuss it with the groups that 
are here represented. It sounds logical but it is something that I 
think would require study, as I think I made the point earlier. I feel 
that many of these questions that we are asking and are talking about 
need much more detailed studies than can be given in committee 
hearings. 

Mr. Wrirnrow. That is probably one of the phases of this that will 
be studied by the committee that is set up in the Senate. 

Mr. McPuerson. Yes; it certainly seemed to me to justify very 
detailed study and it would be another argument for delaying action 
on the present bill until that study has been made. 

The Cuatrman. Mr. Hagen. 

Mr. Hacen. You apparently represent large groups of educational 
people, religious, and musical groups. I notice by this sheet 

Mr. McPuerson. Yes, sir. 

Mr. Hacen. And many others. Do you have any idea, or a rough 
idea, of approximately how many hundred people or thousand or 
millions of people that you may represent in denen various groups by 
appearing here today in opposition to this bill? 

Will you give us some rough idea? Is it a million people or 10 or 
15 million ? 

Mr. McPuerson. I would say that the organizations that are in- 
cluded in the various organizations that are supporting the bill would 
represent at least—it would have to be rough 

Mr. Hacen. Supporting what bill? 

Mr. McPuerson. The various organizations that were represented 
in the Committee on Equitable Postal Rates which supported 8. 971 
and which has been supporting the work of our committee which is 
now making the statement in opposition to this bill, would include 
probably between 20 and 30 million. 

Mr. Hagen. Thank you very much. 

The CuarrMan. Let us get that straight. Are you telling this com- 
mittee that between 20 and 30 million people are supporting your 
statement today ? 

Mr. McPuerson. Well, they are supporting the work of the com- 
mittee that was formed to support equitable postal rates. 

The Cuarrman. Do you want this committee to believe—— 
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Mr. McPuerson. He asked how many people were supporting the 
work of our committee and I would say that the organizations that 
we represent include that many. 

Now, to say that every member of those organizations support every 
word that is said 

The CuarrMan, I am not talking about every word. I am talking 
about your general statement here. 

Mr. McPuerson. Yes. It happens that the National Education 
Association alone has over 500,000 members; the American Library 
Association, many thousands, I do not know the exact number; and 
we actually have many labor organizations, many religious organi- 
zations. 

Mr. Gupser. Of those 20 million people you speak of, how many 
of them do you think have knowledge of the fact that you are here 
testifying today as you are? 

Mr. McPurrson. V ery, very small fraction. 

Mr. Gusser. How many are on this committee that you are speak- 
ing of? 

Mr. McPuerson. The names of the committee that I mentioned ? 

Mr. Gusser. Approximately. 

Mr. McPuerson. Are the American Library Association, the Asso- 
ciation of Chief State School Audio-Visual Officers, the Educational 
Film Library Association, and the Film Council of America and the 
National Audio-Visual Association and the National University Ex- 
tension Association. And of course, the National Educational Asso- 
ciation. It also includes others such as the American Council on 
“ducation. 

The work of the committee is carried on by a steering committee 
representing these various organizations; because of their nation- 
wide extent, because of their tremendous size, it would be extremely 
difficult to get a complete census of all of these organizations. 

Mr. GupsER. ; am an ex-member of the National Education Asso- 
ciation, of the California Teachers’ Association, and other profes- 

sional organizations. While I was a member, I never received word 
of specific actions which were being taken, such as you are taking 
today; nor did I ever ask, nor was I ever polled and asked to submit 
any opinions. 

Now, maybe that has changed since then and I might say that if 
I were still in the teaching profession, and incidentally I was one 
who used a great many audio-visual aids,I would very definitely feel 
that the Federal Government had the responsibility of assisting the 
distributors of that type of material in getting it to the various 
school users. 

However, I would as a taxpayer feel equally as definitely that the 
Congress ought to face up to its responsibility, call a spade a spade, 
and vote a subsidy through its Appropriations Committee for that 
purpose. 

Mr. McPuerson. We have only made two points today in our 
testimony. No. 1, that this bill involves such far-reaching matters 
that have not been essentially changed in principle for the last 100 
years. I understand that the post. office has only shown a profit 
in the Last 13 of the last 100 years and for 87 years has not. 
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This involves a definite change of philosophy. We have only made 
the first point that such a change requires extended study. I do not 
think that is any great argument about that. If we are going to 
make a very serious change in our point of view toward the post 
office, it should require study. 

We do not stand on any position of whether it is desirable or un- 
desirable. Merely be sure that we know what we are doing. 

No, 2, if we are going to pass the bill without making that extended 
study, since the Senate and the House have both unanimously passed 
a bill granting certain advantages to education, we should not through 
this bill attempt to get rid of those advantages. 

Also, I think I pointed out that I am sure that very very few of 
the people that are members of these various organizations know that 
lam here. It is possible that some of them may not even agree with 
me. I think that you are aware of the fact that often representatives 
of national organizations have to act on what they feel are the best 
interests of those organizations in keeping with the general principles 
that those organizations stand for. 

The Cuatrman. Are there any questions from any of the gentlemen 
on my right? 

Mr. Moss. I have one question. The nature of the services for which 
you have recently gotten a rate preferment, those services are services 
to the broad public and not just to postal users? 

Mr. McPuerson. I am not sure I understand your question. 

Mr. Moss. Well, in this bill there is one point that 1 am strongly in 
disagreement with, the one we are considering today. 

Mr. McPuerson. Yes. 

Mr. Moss. The implication that we should use the one class of mail 
to underwrite deficits incurred in handling of other classes of services 
in the postal system. 

Mr. McPuerson. Yes. 

Mr. Moss. If it is going to be solidly backed, we would have to 
assume that all of the services are of special benefit to the one class 
of mail which will underwrite the deficits. 

My contention is that if it is a service to all of the American people, 
it is more properly a charge against the general tax structure of the 
Government than against one class of postal users. Would you agree? 

Mr. McPuerson. Well, I personally agree with you, but I think you 
are giving me the information. 

Mr. Moss. I would not expect you to be able to poll your member- 
ship. 

Mr. McPurerson. The membership has taken no stand on that but 
we say there should be a study. I am inclined to think there is a great 
deal of reason behind your arguments. 

Mr. Moss. When you ask for this preferential treatment you ask 
for it on the basis that you are rendering a public service which war- 
rants some Government subsidization. 

Mr. McPuerson. You are arguing along the lines of S. 971. 

Mr. Moss. That is correct. 

Mr. McPuerson. That was the basis of our argument that it was a 
public service, a service to the entire Nation. 

Mr. Moss. ‘Thank you. 
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Mr. Gross. Was that preferential treatment provided through 
unanimous vote by this committee and the unanimous vote of the 
House of Representatives ? 

Mr. Moss. That is correct. 

Mr. Wirnrow. I would like to say this at this time: I want to thank 
Dr. McPherson for his very fine statement and I also, in the presence 
of the committee, want to thank him for the very fine testimony that 
he gave when the subcommittee was considering 5S. 971. He was very 
cooperative. The result of that was the unanimous support of the sub- 
committee and the unanimous support of this full committee and the 
unanimous vote on the floor for the passage of 5S. 971. 

Mr. McPuerson. Thank you, Mr. Withrow. 

The CuHatrMan. Are there further questions from the gentlemen on 
my right? 

Mr. Dowpy. Going further along with what Mr. Moss was asking 
about, I do not recall what, for instance, the circulation of the Satur 
day Evening Post is. What is the circulation per week? But it is 
up in the large figures and according to testimony we have from the 
Post Office Dep: irtment, each piece of second-class mail that is handled 
by the Post Office Department loses about 314 cents. If that be true 
and the circulation of the Saturday Evening Post runs to a million 
copies—does it run to that much? 

Mr. Moss. Considerably over that. 

Mr. Dowpy. If it runs 2 million copies. 

Mr. Moss. I would imagine about 4 million. 

Mr. Dowpy. Let us call it 2 million a week. It costs the Post Office 
Department under those figures $70,000 a week subsidy to deliver it. 

Now, the question here is whether the first-class users of the mail 
are going to pay that subsidy or not by taxing their mail. That is 
the most important point here, I believe, as I see it, whether we tax 
first-class mail or whether it is paid—if it is worth that much to the 
Government to let the Government pay the subsidy rather than taxing 
first-class users. 

I am just trying to get that boiled down to one company, whether 
the tax is placed on them in proportion or whether it is the first-class 
mail users. 

What do you think about it personally ? 

Mr. McPurrson. I would say that your question is another argu- 
ment that considerable study is needed of the matter before any change 
ismade. I have no personal feeling in the matter. 

Mr. Dowpy. There is nobody here apparently to argue the matter 
or to present the matter from the standpoint of just the little fellow, 
the ordinary person that uses the mail, first-class mail, which most 
everybody uses. 

The CHairMAN. Any other questions on my right? 

Mr. Davis. Mr. Chairman. Mr. MePherson, to go back to the 
question of your representation of this impressive list of organizations 
that are listed here, in just what manner is your authorization to rep- 
resent these groups expressed ? 

How was your authority derived ? 

Mr. McPuerson. Which particular groups? 

Mr. Davis. Well, say, for instance, you have three State depart- 
ments of education listed: Connecticut, Georgia, and Ohio. Take 
those three. 
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Mr. McPuerson. In each case the ewthority was received through 
the State director of audiovisual education and his State Department 
of public instruction. 

Take Georgia for example. You do not happen to be from Georgia? 

Mr. Davis. Yes. 

Mr. McPuerrson. Take Georgia, for example. The Georgia State 
Department of Education spent this year over $100,000 mailing films 
to and from the schools in the State that they gave as a service to the 
public schools of the Nation. They have one of the largest and finest 
educational film libraries in the Nation in Georgia. 

In view of the fact that this S. 971 will save them a great deal of 
money, something over half of that $100,000 sum, which they can 
put into the purchase of additional films, they were very interested. 
They were one of our strongest backers on S. 971 and consequently I 
would say one of our strongest supporters. 

We regard them, or we added them to the list because of letters from 
the director of their program in Georgia, because of letters from the 
Georgia State Education Association, because of telegrams we re- 
ceived, and I think that if you are from Georgia you are well aware 
of that; you probably received letters yourself from Georgia indicat- 
ing their interest in S. 971 and the work of the committee. That is the 
basis of our support. 

Mr. Davis. Of course, S. 971 passed and as I recall it I do not think 
there were any votes against it. What was your authority to represent 
these groups? Was it confined to that bill or did you get new au- 
thority to represent them in your appearance here? I just want to 
find out the details of that. 

Mr. McPuerson. In order to carry on the work in support of S. 
971, a national committee, a joint committee was formed to which 
these various organizations, through which they express their support 
and concern for the legislation. The work of the committee, the 
actual day-to-day work, and the planning of the committee’s work, 
was done by representatives of a smaller group which were repre- 
sented up here as members of the committee. 

The representatives of the smaller group viewed the present legisla- 
tion—what is the number of it? H. R. 6052—as threatening to undo 
some of the value to education that S. 971 made possible; and for that 
reason they felt that their authority e xtended to opposing the sections 
of that bill which would undo the good work to be done by S. 971. 

Mr. Davis. Then your representation of them has not been renewed 
for the purpose of this bill? It is just carried on as a result of their 
endorsement of S. 971? 

Mr. McPuerson. Of the work of the committee on S. 971. 

Mr. Davis. I was a little surprised to see here in this list that the 
National Education Association also is here as a representative of the 
American Civil Liberties Union. 

Just what was your connection with them in connection with this 
particular legislation here ? 

Mr. McPuerson. We have no connection with them except that 
they express support for the work of the Committee for Equitable 
Postal Rates, for educational films. 

Mr. Davis. On the same basis that you have already testified about 
the others. 

Mr. McPuerson. On the same basis that I have already testified. 
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Mr. Davis. You have not had any communication with them or with 
any of these organizations, ther, about this particular bill? 

Mr. McPuerson. No. As a matter of fact , one of the arguments 
we made was that this bill has come up so very rapidly that there has 
not been a chance for the Nation as a whole to react to it. I doubt if 
we would have had time to get word out to the organizations and back 
and it is one of the fears that we have concerning this bill that it has 
been rather hastily brought before the Congress. 

Mr. Davis. And because of the fact, then, that these various or- 

ganizations had expressed an attitude similar to your own about 
S. 971, is the reason why they are listed here this morning? 

Mr. McPuerson. That is right. They have supported the work of 
the Committee on Equitable Postal Rates and we represent the com- 
mittee. 

Mr. Davis. That is all right. 

Mr. Bouton. Will the gentleman yield at that point? I do not wish 
to take the time of the committee, but I wonder if you would be good 
enough to submit to me the same reasons, the same information on 
the Cleveland Public Library and on the Ohio State Department of 
Education ? 

The CuarrMan. Submit that for the record. 

Mr. McPuerson. I am sorry. I do not have the exact figures on 
Cleveland Public Library and on the Ohio State Department of 
Education. 

The CHarman. Was that the question? 

Mr. Bourton. That was the question: also based on the authority 
given to you and very frankly I would like to know whether 

Mr. McPuerson. On the authority, Mr. Quincy Mumford, whom 
you may know as the Cleveland Public Library director, is also chair- 
man of ‘the audio-visual committee for the American Library Associa- 
tion. He has by letter given us authority to represent the American 
Library Association. And of course we also, and already appearing 
before your committee, had a representative of the American Library 
Association, Mr. Julian Bennett. 

In the case of Ohio State Department of Education, it operates a 
very large film library that for years led the Nation in size and has 
only recently become smaller than some of the other larger film 
libraries in the Nation. The director of that film library has served 
as the chariman in Ohio of the efforts to acquaint the people with the 
significance of the postal-rate bill affecting films—Mr. Clyde Miller. 

Mr. Boron. aa may I ask, was there any contribution from the 
State of Ohio toward the efforts put forth by your committee? 

Mr. McPuerson. No; there was no contribution. One of the diffi- 
culties of working with educational groups is that they operate on very 
low budgets and most of your work has to be done on a voluntary 
basis. 

When you say “contribution” I gather you mean money contribution. 

Mr. Bouton. That is correct, sir. 

Mr. McPuerson. They send out materials that inform their people 
of the nature of the bill which they could include in their own budget. 
They were not able to make a money contribution to the work of ‘the 
committee. 

The Cuarrman. Thank you, Mr. McPherson. 

Mr. McPuerson. Thank you very much, Mr. Chairman. 
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The Cuamman. Our attention has just been called to the fact that 
we have been passing over the Mail Advertising Service Association ; 
that we do have a statement submitted for the record by Mr. Hender 
son, managing director, and without objection it will be inserted in 
the record at this point. 

Mr. Henperson. My name is Henderson. I do not represent the 
Mail Advertising Service Association. I represent the Direct Mail 
Advertising Association. 

The Cuarrman. All right. 

Mr. Henperson. If I may amplify that, the Mail Advertising 
Service Association had hoped to be here, but because of the short- 
ness of the time, their president, who was from Ohio, just could not 
make it. He has asked the committee if he could appear tomorrow 
or Wednesday, and I sincerely hope it will be possible to have him 
appear. He represents some 800 to 1,000 very small letter shops 
throughout the country—the small people, family businesses, and 
that sort of thing. 

The Cuarrman. That will be determined later. 

I was under the impression that the statement was here handed 
to me, and I assumed that it would be placed in the record at this 
point. 

Mr. Henprerson. Thank you, sir. 

The Cuarmman. We will now hear from the representative of the 
Smaller Magazines Postal Committee. 


STATEMENT OF ALBERT C. KALMBACH, PRESIDENT, KALMBACH 
PUBLISHING CO., MILWAUKEE, WIS. 


Mr. Katmpacu. Mr. Chairman, I am Albert Kalmbach. I live in 
Milwaukee, and am publisher of Model Railroader magazine and 
Trains magazine. 

The Cuarrman. Would it be possible for you to highlight your 
statement and include the full statement in the record of this hearing? 

Mr. Katmpracu. I do not believe I could do an adequate job if I am 
to condense it, because it is very condensed already and it is repre- 
sentative of the effect of this bill on a cross section of the trade and 
specialty magazines which are an important part of the magazine 
industry. 

When we asked for figures, 207 magazines sent their figures. That 
was in the 82d Congress. Our group is supported financially by 
140 magazines. I believe we have here some new and constructive 
contributions to the very difficult problem that you gentlemen are 
considering. 

The CHarrman. Very well, proceed. We will move along as 
promptly as we can. I hoped you would help us in that respect. 

Mr. Karmpracn. I realize your need for time, and I will do my best. 

Mr. Chairman and members of the committee, my name is Albert 
Kalmbach. I live in Milwaukee, and am publisher of Model Rail- 
roader magazine and Trains magazine, and recently we started Ships 
and the Sea. I appear today as acting chairman of the Smaller 
Magazines Postal Committee, in the absence of Donald Snyder, pub- 
lisher of the Atlantic Monthly, of Boston, our chairman, who is ill. 
We realize that the demands of time require condensation of this testi- 
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mony. We have therefore abandoned our plan to have our account- 
ints here, as well as two other publishers, for a group presentation. 

At the outset of our testimony I shall make the following state- 
nent: The Smaller Magazines Postal Committee is not irrevocably 

pposed to second-class postal rate increases; we are opposed to them 
iow. We were in the vanguard of those favoring a 30-percent increase 

and 8 years ago; we call to your attention that the third step in 
that increase has not yet taken effect; our rates have already been 

ncreased 20 percent in the last 2 years, and the third 10 perce nt will 
be effective April 1, 1954. And our committee, at the same time that 
t favored rate increases, strongly urged on Congress the establish- 
ment of an impartial study commission which could look into the whole 
postal problem for the determination of a definite long-term postal 
policy. 

When we favored the 30 percent increase in 1951 we then felt that 
the same arguments which were used in favor of rate increases in 1951 
could be repeated year after year into the future, unless the country 
lid some serious thinking about permanent postal policy. That is 
vhy, in addition to favoring rate increases, we also favored the simul- 
taneous creation of a congressional study committee. It was our bona 
fide belief at the time that an analysis of postal policy, made at a time 
when rate bills were not under consideration, was in the best interests 
»f America, In our opinion, the trend of events completely justifies 
this position. 

The magazine business, by many, is considered a large business 
because when you think of magazines I suppose you think of Life, 
the § Saturday Evening Post, Colliers, and other famous names. Yet 
1 1951, when we assembled statistics concerning the size of magazines, 
this is what we found: 

First, Standard Rate and Data reported approximately 1,800 gen- 
eral, farm, business, and professional magazines with paid circula- 
tions, and presumably second class. 

Second, less than 30 of these 1,800 had mail circulations in excess 

f 1 million. 

Third, only 88 had mail circulations of 250,000 or over. So, for the 
purpose of objective consideration, the Smaller Magazines Postal 
Committee, then known as the Emergency Committee of Small and 
Medium Size Magazine Publishers used the figure of 250,000, and 
defined anything under that circulation as being within the small- 
and medium-size category. It is upon this group that the impact 
of rate increases will fall the hardest. 

This is because these publications are not primarily newsstand 
sellers; or, if they are, must use second class for their very small news- 
stand bundles. Further, these magazines do not have alternate points 
of entry; and then again, they cannot resort to other methods of 
distribution simply because of their size. We are not large business 
enterprises, and the bulk of the industry is composed of these 
smaller units. 

Paradoxically, since these publications are published for profit, 
they are subject to zone rates on their advertising portions. Because 
they do pay higher rates on that portion devoted to advertising, they 
contribute consider ‘ably more revenue per copy than do the many pub- 
lications exempt from zone rates, many of which are competitive with 
the zone-rate magazines. 
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In amplification of this point, when J. K. Lasser & Co. made for 
our committee its last survey of the financial condition of small- and 
medium-size magazines, they asked how much second-class postage 
was paid by these magazines. Surprisingly enough, the 207 magazines 
reporting said that they paid $1,245,000 in such postage. None had a 
circulation over 200,000; the majority had circulations of under 
35,000; and a great many were under 10,000. There are said to be 
24,000 second-class entries. If each second-class entry paid as much 
as the 207 who submitted their figures to Lasser, second-class revenues 
would have been $144,347,000, based on rates in force prior to the law 
enacted in 1951. By the time the third 10-percent increase takes effect 
in April 1954, these 207 magazines will presumably be paying 
$1,678,500 in second-class postage. And by the same token, if every 
second-class entry paid as much as the 207, the second-class revenues 
would then be $187,391,000. Using Mr. Stans’ analogy of a discount 
for deferred service and lesser value of product, this is a discount 
from the flat apportioned cost of only 34 percent for this particular 
class of magazine. 

This statistic illustrates two important points: 

First, many smaller publications subject to zone rates, as a category, 
do go far toward paying their own way. 

Second, the whole question of what should and should not be in- 
eluded within second class and the accounting therefor is a large and 
comprehensive subject which requires analysis, not for delay, gentle- 
men, but for the purpose of dveloping sound, long-term Government 
policy. 

The economic impact of rate increases on the smaller magazines 
must also be considered. It is a basic principle of ratemaking that 
rates must be related to ability to pay. As said earlier, we had hoped 
to be able to present Mr. Lawrence Bell, partner in J. K. Lasser & Co., 
accountants for the Smaller Magazines Postal Committee. Since it 
has been requested that national organizations confine themselves to 
one witness, Mr. Bell has sent me the following telegram, which is 
included in our testimony, and I quote: 

A. C. KALMBACH, 
Acting Chairman, Smaller Magazines Postal Committee: 


In our opinion, the testimony given by J. K. Lasser & Co. in 1951 bearing on 
the financial condition of small- and medium-sized magazines has not materially 
changed. Based on the general experience of our firm in publication account- 
ing and the economics of publishing, it is our opinion that the financial condi- 
tion of magazines in this category has, if anything, deteriorated. Costs, includ- 
ing postage, have continued to rise since 1951 and are still rising. Increases in 
revenue rarely keep pace with rising costs in this kind of an era. Raised adver- 
tising and subscription rates always lag behind cost increases. 

Because of the insufficient time available, it is unfortunate that our firm can- 
not gather up-to-date statistical information on the effect the recommended in- 
creases in second-class postage rates would have on smaller magazines. I would 
be very hapy to testify before the House committee concerning the information 
we have secured in the past, and the opinions expressed herein, if the commit- 
tee so desires . 

LAWRENCE BELL, 
Partner, J. K. Laser & Co. 


The statistical information gathered by J. K. Lasser & Co. in 1951, 
which Mr. Bell says will not very materially change in 1953, showed 
as follows: 38 percent of the 207 magazines showed a loss; 50 percent 
earned less than $30,000; 9 percent earned more than $30,000 but less 
than $75,000; 3 percent, of 6 magazines, earned more than $75,000. 











POSTAL-RATE REVISION 205 


And all these figures are before Federal income taxes. This is not 
the picture of a rich industry. But there is much more to the story. 

What the publishers, and I suppose the readers of America, are 
confronted with is a vicious circle, beneficial neither to the public, 
the Post Office Department, nor to the users of the mails. This rate 
increase will not solve the postal problem. As testimony has shown, 
the railroads have asked for $150 million more. Another salary in- 
crease bill would cost an additional $250 million. Carrying out the 
assertion that for second class to pay its way the rates would have to 
be increased 400 to 500 percent, we would ex ventually be talking about 
general magazine subscriptions at a cost of $15 to $20 each. Nobody 
proposes such an increase, of course. 

No one seriously proposes a 100-percent increase for second class. 
Should such an increase pass, it would be calculated to produce $45 
million, but so many magazines would be driven from the mails that 
it would produce but a fraction of that amount. We make this point 
not to suggest that a 100-percent increase has been recommended, but 
to point out that the money is simply not there in second class to elim- 
inate or substantially reduce the total postal deficit. Yet when re- 
quests for rate increases are made, second class is inevitably alluded 
to as a major reason for the total deficit. This is most unfortunate, 
because so long as the second-class-mail category continues to exist. it 

cannot possibly produce enough revenue to eliminate the total postal 
deficit and at the same time keep a free press in America. 

Consider for the moment the very excellent statement Mr. Stans 
made before your committee. With much of that statement we agree. 
It has always been our contention that the cost-ascertainment report 
should not be used as a base for postal ratemaking. We have not 
quarrelled with the method of cost ascertainment. We have differed 
and do now differ with its application. When Mr. Stans stated that 
cost ascertainment does not take into account priority of service, value 
of service, or value of the items handled and that these were matters 
for congressional policy, he was obviously stating a very great truth. 
Therefore, it is unfortunate that the current discussion of rate in 
creases appears to be based almost exclusively on the cost-ascertain- 
ment report. While the argument can be made that the rate increases 
requested do not make up the deficit stated, it is equally true that the 
total class-by-class deficit, without credits of any kind, is publicized 
as the justification for every rate increase. 

Within these very hearings it has been developed that in second 
class there may be 4,000 to 5,000 publications receiving a specially 
preferred rate. These publications are said to cost the Government 
$50 million. Yet the second-class deficit is still referred to as $232 
million, and other second-class users are asked to pay higher rates 
to make up a deficit swollen with the costs of carrying these 4,000 to 
5,000 exempt publications, to say nothing of $13,500,000 additional in 
free-in-county. 

Before these hearings developed, had any of us realized that $50 
million of the second-class deficit was created by 4,000 to 5,000 pre- 
ferred publications? In requesting the fullest kind of study of this 
subject we are not asking for delay. We are asking for thorough 
and objective analysis. 

We emphasize that we have not suggested raising rates for pre- 
ferred publications. Neither has the Postmaster General. But, we 
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would point out that when the rates were increased for profit publica- 
tions in 1951, they were not increased for the wrehavel publications. 
Raising the profit publications and exempting the nonprofit publica- 
tions has resulted in enlarging the amount of deficit created by the 
exempt publications. 

Again I state: We do not now oppose the preferment. We just do 
not want to be charged with it. 

To demonstrate this rate disparity within second class, I should 
like to draw the attention of the committee to these two magazines. 

Here is a copy of the American Journal of Surgery, published for 
profit by the Yorke Publishing Co. 

Here is a copy of Surgery, Gynecology, and Obstetrics, the official 
jer nal of the American College of Surgeons, published by the Frank- 

lin H. Martin Foundation, a nonprofit organization. Both are ex- 
cellent publications a so recognized. A year’s subscription to the 
American Journal of Surgery costs $12. A year’s subscription to 
Surgery, Gynec roth and Obstetrics, the nonprofit publication, costs 
$15. The nonprofit publication is considerably heavier than the mag- 
azine published for profit. The profit publication for July 1953, 
which 1 have held before you, weighs 1 pound, 2 ounces. The non- 
profit publication for the same month weighs 1 pound, 15 ounces. 
Over the last 6 months the per copy cost of mailing the American 
Journal of Surgery averaged 3.19 cents. This rate will soon be in- 
creased another 10 percent, so that the per copy cost will be 3.51 
cents. In comparison, despite the fact that Surgery, Gynecology, 
and Obstetrics is 13 ounces larger, its current postal cost is only 2.9 
cents. If Surgery, Gynecology, and Obstetrics weighed the same as 
the American Journal of Surgery, the per copy mailing cost of the 
preferred publication would be 1.69 cents. It will not be increased 
10 percent next April. It should be pointed out that both journals 
are professional publications and carry a limited amount of advertis- 
ing, the American Journal of Surgery 30 percent and the exempt 
publication 44 percent. The twice as high rate paid by the American 
Journal of Surgery is directly attributable to the fact that it pays 
zone rates on its advertising portion. If the magazine carried 50 
to 60 percent advertising, as do many of the smaller magazines, it 
would more than pay its way, based on 4.194 cents, the per piece 
figure given by the Post Office Department as the unit apportioned 
cost of one piece of second-class mail. 

Hhere are the per copy mailing costs of some other smaller maga- 
zines: Milk Dealer magazine, approximately 3.6 cents; our own pub- 
lication, Model Railroader, varing seasonally 2 to 3 cents; Textile 
Industries, varying between 3.5 and 4.5 cents. 

It is also true that there are magazines which pay less per copy. 
We publish Trains magazine, which pays 1.5 cents. I would also 
point out to the committee that the average revenue, according to the 
testimony produced here, from a piece of second- class mail is approxi- 
mately seven-tenths of a cent. In the light of these per copy com- 
parisons, perhaps it is understandable that our industry, to put it 
mildly, is upset about the present bill. Every argument so far pre- 
sented in favor of this bill can still be used again if this increase is 
enacted. Yet the same publications now going furthest toward pay- 
ing their own way will again be those magazines singled out, as they 
are this time, to foot the bill. 
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It should be emphasized that if this bill passes, second-class mail 
will hi Ave been increased 70.5 percent over the rate prevailing in 
early 1952. This is because the 42 percent to take effect by July 1954 
will be sealip aie’ on the 20 percent already in effect. It must be 
remembered that the subscription commitments of all magazines fre- 
quentely are contracted for several years ahead. Advertising con- 
tracts are made on an annual basis. 

The industry has with difficulty made adjustments to the 30 percent 
program. W ithin the short space of 2 years it cannot safely adjust 
to 70 percent. At the time the 30 percent increase was enacted, our 
committee believed that the basic problem still remained. That is 
why we sincerely urged the establishment of an impartial study com- 
mission so that long-term postal policy could be developed. The idea 
was supported by us because it is essential that our thinking about the 
post office be reevaluated. Unless this reevaluation takes. place, the 
general public, the users of the mails, and the Post Office Department 
itself will remain in the grip of a never-ending circle. Postal-rate 
increases, salary increases, transportation-charge increases, and tlien 
another round. 

Entirely apart from the question of second-class rates, the Post Office 
Department cannot forever be in the position of having to say: “Here 
is our deficit. Make it up by raising the rates.” U ntil such time as 
it is recognized that the Post Office, like the Departments of Agricul- 
ture, Commerce, Internal Revenue, and Justice, is a Government serv- 
ice and not entirely business, this deplorable condition will be with us. 

It is the realm of policy of which we speak, and what we need now 
are some new concepts so that the American people can reappraise the 
exact position of the post office in modern life. That is the kind of 
thinking we hope the Senate Study Committee will generate. We 
hope that that committee, in association with the House committee, 
will examine this question from every standpoint, not in an atmosphere 
of the pros and cons of a rate bill, but from the standpoint of how best 
to solve a vital national problem which demands the clearest kind of 
definition. As far as the Smaller Magazines Postal Committee is con- 
cerned, if the Study Committee show that our industry must, over a 
a period of years, adjust itself to a rising postal-cost plateau, we will 
be prepared to recommend to smaller magazines that such a program 
be adopted. 

We appear here in a spirit of cooperation. The post office problem 
is a probe on which reasonable men can and do differ. We believe 
that Postmaster General Summerfield has done a remarkable job in 
bringing new ideas into the day-to-day operations of the Department. 
We wish to cooperate with him, with his able deputy, Mr. Hook, and 
their associates, and with the committees of Congress. 

I appreciate the courtesy of the committee in hearing me this 
morning. 

The Cuarrman. Just one question. I believe you said that 207 
magazines, or approximately 200 magazines will, if this legislation is 
approved, pay about $1 million in postage; is that cor rect? I think 
that was part of your statement. 

Mr. Katmpacu. Yes, the 207 magazines reporting under the 1951 
rates were paying about one and a quarter million dollars in postage. 
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The Carman. What share of that of their entire operation is 
postage? That is, on a percentage basis. 

Mr. Katanacn. I do not believe we have that figure for the total 
group because the accountants did not ask for the overall operating 
cost. I know in specific cases into which we have inquired it gen- 
eraily runs about 4 percent. It runs about 4 percent for our own 
magazine. 

The Cuarman. Are there any questions on the left, beginning with 
Mr. Bolton? 

Mr. Bouton. I would like to compliment the gentleman on a very 
excellent statement. 

Mr. Katmpacu. Thank you. 

Mr. Bouron. To summarize, if I might, for my own thinking, your 
major point is that within the second-class field, excluding for a 
moment the free publications, even on those which do pay ‘postage 
there is a distinction in rates because of the zoning-rate pay for adver- 
tising, and in the setting of any increase or decrease in second-class 

rates that should be taken into consideration. 

Mr. Katmpacu. That is correct, Mr. Bolton. 

Mr. Bouron. Thank you. 

The Cuairman. Anyone else on the left? 

Mr. Wirnrow. I have a question, Mr. Chairman. 

I was very much interested in your very fine statement, Mr. Kalm- 
bach. I want to ask you the question that I have asked all of the 
witnesses, that is, do you not think it would be wise to establish a fifth- 
class postal rate, fifth-class of mail, rather, in which we put all these 
preferred users so that we definitely would know what the preferment 
is, how much it is costing the Government, and what the policy of 
the Congress should be as regards them. I might say I am not opposed 
to the preferments, 

Mr. Wiaeece, Mr. Withrow, I believe that your suggestion of a 
fifth-class mail would help to clarify the problem and it would help to 
consider the remainder of the postal gene on more of a businesslike 
basis. 

Mr. Wrrnrow. I was very much interested in that portion of your 
statement in which you stated that with the increase that has been 
proposed in this bill, H. R. 6052, you would have an increased postage 
raise of 70.4 percent over a period of since 1952. I wish you would 
clarify that. 

Mr. Kaumeacn. In the spring of 1952, April 1, I believe it was, 
the beginning of the quarter, our rates were raised another 10 percent. 
This 10 percent again being based on the 1951 rates. That makes the 
rates as at present 120 percent of the previous base. The currently 
proposed 42 percent is applied not to the 1951 base but to this 120 
percent and if you multiply 120 percent by an addition of 42 percent, 
you get 170.4 percent which would be the basis of the rates under 
this bill. 

In other words, a 70-percent increase in slightly.over 2 years. That 
is quite a bit. 

Mr. Wirnrow. Another very interesting fact was that your con- 
tracts for advertising are on an annual basis. 

Mr. Kavtmpacn. Yes, sir. 


Mr. Wirnrow. And your subscription commitments, how do they 


range ? 
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Mr. Kaumpracu. Like most publishers, in order to reduce our ceiling 
costs and our clerical costs in handling subscriptions, we have been 
endeavoring to get longer-term subscriptions, 2-year and 3-year sub- 
scriptions and our average subscription on the books at present is 
between 114 and 2 years. 

Mr. Wirnrow. That poses a real difficulty in adjusting yourself to 
any raise in rates ¢ 

Mr. Kaumeacu. It has, Congressman Withrow, and caused a very 
real difficulty in adjusting our business and other publishing businesses 
to this whole inflationary era because when we put a change in in sub- 
scription rate into effect we do not feel the effect of that increase for 
anywhere from 1 to2 years. There isa time lag there that.is inevitable 
due to the nature of the business. 

Mr. Wirnrow. I want to commend you for making a very fine 
statement and I am very proud to say that you come from the State of 
Wisconsin. 

Mr. Gross. Do I infer from your statement, sir, that you feel that 
the salaries in the Post Office Department, that is, salaries of workers, 
should not necessarily be tied to a postal rate increase or to postal 
rates ¢ 

Mr. Strackbein made some such statement this morning. 

Mr. Kautmpacu. I do not know, Congressman, enough about. the 
salaries in the Post Office Department to express an opinion on that 
point. My concern is with the effect of the raise and this immediately 
proposed increase on the magazines in our segment and primarily 
with the fact that we feel that magazines of this type which have a 
heavy weight per copy and which have advertising contents subject 
to the zone rates, we feel that these magazines are already paying a 
fair proportion of their cost, at least if you take into account the dis- 
count that Mr. Stans talked about for deferred service. 

After all, Western Union Telegraph, which is not Government but 
strictly a business operation, gives a 70 percent discount on night let- 
ters because they are deferred service. We feel that is one of the fact- 
ors you have to consider when you talk about a deferred service like 
second class. 

Mr. Gross. I can remember back in 1949 when this committee rais 
ed salaries of high ranking officials in various agencies and depart- 
ments of Government, some of them over 100 percent. I opposed 
that bill but of course I was in the minority. There was at that time 
no predication of the effect of the salary increase upon the revenue of 
the various departments; even some high-echelon officials of the Post 
Office Department were raised, given very substantial raises, and 
there was no argument then that the postal deficit was not able to 
sustain the increase of those salaries. 

I just wondered what your position was. 

Mr. Katmpacn. I think, Congressman Gross, that the post office 
just simply cannot be divorced from the fact that it is in part a Gov 
ernment service, and that is one of the problems that your committee 
has to wrestle with as a matter of policy. I would certainly like to 
see that determined, 

Mr. Gross, At some stage, as the gentleman from Pennsylvania. 
Mr. Corbett, said this morning, we should determine whether the post 
office is a business, a service, or a combination of both. And if so, how 
much of each. 
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Mr. Hacen. Mr. Chairman, I have a question. 

Mr. Kalmbach, you mentioned the fact that your publication, I be- 
lieve, or you might have picked some that were weeklies, monthlies, 
and quarterlies, is that right? Or at least that is a fact even though 
you may not have mentioned it. 

Mr. Katmpacn. That is a fact. 

Mr. Hacen. We gave some thought, or at least it was my suggestion 
to the Department that they look into more seriously the idea of 
using overnight freight service and express freight service. These 
weeklies, monthlies, and quarterlies come out on certain stated times. 
If you received some service from the Post Office Department where 
the publications could be shipped by express freight over certain 
distances that they now go, you could easily set up your time 1 day 
perhaps or 2 days to cooperate and thereby save the Department 
a considerable amount of money, perhaps making it less necessary 
to increase the rates which they say should be increased. Is that a 
fair statement ? 

Mr. Kactmpacu. I believe you have an eminently practical sugges- 
tion there. It has marvelous potentialities. I think it is indicated 
by the fact that the really large publishers save money over the postal 
rates by shipping by freight to far-away points of entry. Apparently 
they can ship by freight for less cost than the post office can ship under 
the rates that it charges them. Those rates are claimed to be only 
a fraction of the post office’s cost. There must be tremendous savings 
inherent in that somewhere. 

Mr. Hagen. At the present time, most of your weeklies, monthlies, 
and quarterlies are sent by passenger train; is that right—mail cars 
are attached to passenger trains? 

Mr. Kaumpacn. That is right. They are deferred until there hap- 
pens to be vacant space in these mail cars. 

Mr. Hacen. So they are already deferred in a way. Actually, in 
some cases the service even might be better by express freight or over- 
night freight. 

Mr. Katmpacn. It might be. 

Mr. Hacen. Similar to third class which now is laid aside for days 
waiting for space. 

One further point: Would it not be easier for you people to absorb 
an increase now or in the future if it were stretched out over a period of 
8 or 4 or 5 years, rather than a big increase at one time? 

Mr. Katmpacn. The difficulty, Mr. Hagen, is increasing a big 
increase at one time, all at one time, because the profit margin of this 
segment of the magazine industry is extremely narrow. In 20 years’ 
business our second-class postage bill has been approximately equal 
and usually greater than our net profit and that is a fairly typical 
situation. It makes it extremely difficult to absorb a large increase all 
at once, but if our group is convinced after a thorough consideration 
of all the factors that enter into this, including disparities within 
second class itself, that as a sound proposition for the Government 
Post Office, for the good of the country, not for our own good, if we 
are convinced that a higher standard of second-class rates is necessary, 
we are willing to recommend to our group that it support such a pro- 
gram and gradually adapt itself to it. It has to be gradual, however. 

Mr. Hagen. One final question, then. The big magazines, of large 
circulation, will not be as much affected by the proposed increase as 
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the smaller magazines for the reason that the large magazines have 
newsstand sales to a large extent of their circulation. 

Secondly, they often have their own distribution system. 

Mr. Kaumpacu. Yes, sir. 

Mr. Hacen. Many boys you see on the street selling the Saturday 
Evening Post in small towns, Collier’s, Look, and many other publica- 
tions. They have routes, you might say, and they have regular cus- 
tomers. 'That does not apply in case of the group that you represent, 
however ¢ 

Mr. K,irtmpacu. It does not. 

Mr. Hagen. Furthermore, I have been informed and I under- 
stand that many of the large publications will set up their own dis- 
tribution system by counties or by cities and will also promote a 
larger percentage of newsstand sales to overcome any drastic increase 
in postal rates. Therefore, they can take care of themselves, by and 
large. Now, in the case of the big newspapers, they de not use the 
mails much now. So it is easy for the Washington Star and other 
papers to come out and ask for increased postal rates because it would 
not materially affect them. 

In fact, it more greatly affects the small dailies and weeklies which 
use mails to a greater degree. Because of excessive rates, this compe- 
tition of large metropolitan dailies eventually might be eliminated 
because of excessive postal-rate costs. 

But here is the final point: Is it not true that people who live in 
Minnesota, Iowa, California, Missouri, Wisconsin, and so on, are 
discriminated against by these increases in second-class postal rates 
for this reason: The cost to them by subscription—and they have to 
take it by mail—is increased. They are forced to accept it because 
they get their subscriptions by mail whereas people in New York, 
Chicago, Washington, go up to the newsstand and buy the magazine 
or have it delivered to them by a carrier boy. It is the same way in the 
newspaper field. The big newspaper with a carrier system goes to 
the home whereas in the country areas of our Nation and the hinter- 
lands they have to take their dailies and weeklies by mail. So they 
are forced, because of their living situation, to accept a higher sub- 
scription rate and pay a higher postal rate not only on the newspapers 
but often on magazines. Is that a fair statement to make? 

Mr. Kartmpacu. I think that is substantially a fair statement, Mr. 
Hagen. 

Mr. Boron. Just on one point there: Is not the subscription rate 
to the Saturday Evening Post, as an example, using a big magazine, 
the same in a large city as it is in the country ! 

Mr. Katmpacu. It is, Mr. Bolton. 

Mr. Hacen. My point, if you will yield, is that many newspapers 
and some magazines will have to raise their mail-subscription rates 
with increased postage, as this gentleman said. They will have to 
raise their mail-subscription rates so if you live in New York or 
Cleveland or a large city you do not have to take it by mail. You 
go down and buy at the newsstand; but, if I am living out in the 
country, I have to get it by mail. So that does establish my point 
that people who get it by mail are forced by circumstances of living 
to accept the higher subscription rate which was forced on the pub- 
lisher because of the increased postal rates. 
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Mr. Botton. I think if the gentleman will look at the figures he 
will see that the person who takes the differential between the city 
delivery and the mail delivery, between the newsstand and delivery 
and the mail deliveries, is the company in figuring out the profit 
margin that they make on the distribution, rather than the reci ipient. 

Mr. Moss. Mr. K: almbach, it is your opinion, then, that the most 
important question requiring action by Congress at this time is a 
determination as to the extent to which the postal system is a service 
agency, and once that determination has been made, then your rate 
adjustment should take place to take up the portion which it is felt 
should be underwritten by postal revenues. 

Mr. Katmpacu. Certainly that is the basic question which has to be 
decided. I would add, however, that when you get to the revenues, it 
must be remembered that an overall breakdown of second class in say- 
ing that there is an 85-percent subsidy, is an incorrect statement if 
applied to all individual types of material within the second class 
because second class has a great many things within it. 

Mr. Moss. That would then—tied in with that, of course, because you 
mentioned if it was between two similar publications, one a profit 
publication and one a nonprofit publication—would be the question of 
service. The nonprofit is deemed to warrant a greater degree of Gov- 
ernment underwriting because of the service. 

Mr. Katmpacu. That is correct. 

Mr. Moss. It is tied there, of necessity, in rate determination first to 
determine the extent of service given by the postal establishment. 

Mr. Katmpacu. But with all those things lumped together in this 
one second-class accounting, you see, all the second-class publishers, 
regardless whether we have a magazine subject to zoned rates or 
whether we have not-for-profit publications or whether it is a little 
bulletin like a church sends out which runs something like 100 for a 
penny—regardless, all these second-class publications are lumped to- 
gether and stigmatized as being subsidized by the Government for a 
tremendous extent: 

Mr. Moss. That would be my second question, that this committee, to 
effect equitable rate increase, should give careful study and analysis 
to not only the class of mail but the use of that class by category. 

Mr. Katmpacn. That is right, sir. 

Mr. Moss. Thank you. 

Mr. Lestnskt. Mr. Kalmbach, how much, what percentage of the 
cost of the mailing of your magazines do you pay—36, 47—what 
percentage do you figure that you pay of the expense to the Depart- 
ment ? 

Mr. Kautmpacnu. I do not understand your question. 

Mr. Lestnsxt. The subsidy is figured at 80 percent. Roughly, you 
claim you pay more than your share on the average. Of course, this is 
subject to the fact that we are relying very largely on averages, but so 
is the overall cost apportionment. 

Mr. Karmpacn. If this figure per entry is correct and can be applica- 
ble, our magazines are paying approximately two-thirds of the allo- 
cated cost and that cost is allocated, remember, before there is any 
consideration made of the discount that should be given as a deferred 
service. It is obvious that a business establishment as large as the 
post office must operate with certain of its services on a deferred basis 
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in order to operate efficiently ; and we as publishers recognize this as a 
condition under which we do business. We get our magazines out way 
ahead of time in order to allow for longer transit time across the 
country. 

Mr. Lesrnskr. You claim that you pay 66 percent of the cost of 
handling your particular magazine? 

Mr. Katmnacu. The averages would indicate it, sir. 

Mr. Lesinsxi. The averages indicate that you pay 66 percent of the 
actual cost of handling that mail. 

Now, may I ask one more question: Where would you pinpoint the 
need for increase in second-class mail ? 

Mr. Katmpacn. I refuse to accept that there is a need for an in- 
crease on the type of magazine that has a heavy weight per copy and 
that is subject to zone rates. I believe that is something that needs a 
lot of study before it is done. 

Mr. Lestnsxi. You have no idea right offhand where to pinpoint 
it primarily ? 

Mr. Katmpacu. Well, there is obviously the preferred publications. 
No one seems to know the exact figure but it has been mentioned in 
these figures as $50 million. There is the free-in-county which appar- 
ently is about $1314 million. There are two items. 

Mr. Lestnsx1. We recognize those items but that is a minor item, 
that $1314 million, in comparison to the rest of it. I was trying to pin- 
point as to exactly where you think we ought to put the raises. 

Mr. Katmpacn. Pardon me, Mr. Lesinski. Then you can go further 
into the rate disparity between trade and specialty magazines which 
not as a matter of paying or making a lot of mone "y—the profit margin 
is not there—but it is a service to the field that they carry a heav y 
amount of advertising which is read with almost as much interest as 
the editorial content of the magazines and advertising which is sold 
at very low rates. It is not the rates that you hear about in Life and 
the Saturday Evening Post and such. Yet that heavy advertising 
content makes these publications subject to zone rates which are 
considerably higher, you realize, than the reading matter rate. 

Then there is also in the second class a vast agglomeration of peri- 
odicals that are very light in weight—many copies per pound—and at 
present the minimum rate on those pieces is one-eighth of a cent. 

Now, it may be that for policy reasons there is some reason for 
encouraging these very light, small publications, many of which are 
bulletins of one sort or another. That is a question for you gentle- 
men to determine. But undoubtedly that sort of mail contributes very 
heavily to this second-class deficit. 

Mr. Lestnsxr. That will be all, Mr. Chairman. 

Mr. Ruoprs. Mr. Kalmbach, is your committee, the one that you 
represent, a permanent organization ? 

Mr. Katmpacu. This committee was organized in 1949 because the 
publishers of this type of trade and specialty papers, magazines like 
Harper’s and Atlantic, did not entirely agree with the position taken 
by other magazine-publishing organizations of a permanent nature 
on the postal bill which was in Congress at that time. 

This group organized in order to present a position which some of 
a have talked about in bull sessions infor mally and which we felt 
had merit from the standpoint of the country as a whole; and if we 
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keep having postal bills every 2 years, it will be a permanent organi- 
zation, I imagine. 

Mr. Ruopes. Do you limit your membership in any way ? 

Mr. Katmpacu. We do. We turned down a member just Saturday 
who sent in a much-needed financial contribution because it was not 
a paper that we felt fitted into our classification. 

Mr. Ruopes. Do you limit your membership on the basis of the size 
of the magazine? 

Mr. Katmpacu. We limit it on the type of magazine. 

Now, we classify as small- and medium-size magazines those with 
circulations of under 250,000. Actually, we have 2 financial con- 
tributors to this committee who do not participate in setting our policy 
but who have larger magazines in size than the 250,000 limit and are 
in it because they agree with our position and feel that we are adopt- 
ing a reasonable and moderate position that makes sense. 

Mr. Ruopes. If Reader’s Digest would wish to join you, you would 
accept their financial aid or their membership ? 

Mr, Kartmpacn. I very much doubt it, sir. 

Mr. Ruopes. What is the mortality rate of the small magazines? 

Mr. Katmpacu. That is a question I cannot answer statistically. 
There has been an increase within the last year. There is a bad trend 
in publishing revenues within the last year. 

Mr. Ruopes. Mr. Kalmbach, I think you had a very interesting 
statement, but I just want to call your attention to one error. I be- 
lieve it was on page 5 where you mentioned that preferred publications 
were not increased in 1951. As a matter of fact, quite a number of 
them were. Perhaps that was not the intent of the committee but it 
was learned afterward that many of these preferred publications were 
increased not only 100 percent but some a whole lot more. For ex- 
ample, an 8-page ‘tabloid publication or a 4-page newspaper size was 
increased 100 percent. Papers that carried little or no advertising 
suffered most. 

Smaller publications were increased a whole lot more than the 
8-page tabloid or 4-page newspaper. 

There is some justification for increasing the rate but I just want 
to call your attention to the size of the increase that was put on some 
of the preferred publications in 1951. 

Mr. Katmegaca. I thank you for the information, Mr. Rhodes. 

The Cuarrman. Are there any other questions ? 

May I ask just two questions? One of them is this: What is the 
cost of your labor on a percentage basis?’ Approximately what percent 
of money do you spend for labor ? 

Mr. Kartmpacu. We classify it, the mechanical cost of printing. We 
operate our own printing plant. The mechanical cost of printing, 
including the overhead of printing plant is approximately 20 percent. 

The CuarrMan. Have you increased your labor in the least, since 
1949? Thatis the date you gave usa while ago. 

Mr. Karmpacn. We cert: ainly have, Mr. Rees. 

The Cuamman,. About what percent ? 

Mr. Katmpacnu. Our labor increases have been—we have had 3 
labor increases aggregating approximately 15 percent in that period. 

The Cuarmman. Thank you for your splendid statement. 

Now, our time is slipping away here and I wonder how long it would 
take you, Mr. Sweet, to present your statement ? 
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Mr. Sweet. Five minutes, sir. 
The CHarrMaAn. You have 4 minutes. 
Proceed, sir. 


STATEMENT OF CHARLES E. SWEET, REPRESENTING AGRICUL- 
TURAL PUBLISHERS ASSOCIATION, CHICAGO, ILL. 


Mr. Sweer. Mr. Chairman, I will try to make this very brief. 

May I point out that I am appearing in lieu of W. E. Boberg of 
the Farmer, St. Paul, Minn., president of the association, who could 
not be in Washington this week. 

This association of the 33 farm publications listed on this letterhead 
consists of 25 State farm papers. That means a small magazine cover- 
ing one State such as Iowa, Nebraska, Ohio, and so on. Five of them 
are regional or national farm magazines and by that is meant any 
publication which ordinarily covers about ten to fifteen States such 
as two in the Old South, I believe, covering twelve States, and there 
are two in the North Central area which cover about fifteen and two 
are nationals, Three are specialized—dairying, livestock, and poultry. 
They are not particularly large but they are national so far as their 
distribution is concerned; they are in that class. The combined paid 
circulation of the group of 33 publications is 12,970,480. 

Farming publications, including well over 200 small publications 
which are not members of this association, are virtually 100 percent 
dependent upon the mails for delivery to readers. They cannot resort 
to carrier boys, street sales or newsstands. State farm papers are 
nearly all published twice a month; the others are nearly all monthly 
publications. 

The members of this association are sympathetic to, and I believe 
have an intelligent understanding of, the problems of the Post Office 
Department. ‘Iwo years ago we did not object to an increase in rates 
for second-class matter, and we do not now object to some future 
increase. This does not mean that we agreed to the amount of the 
increase originally proposed 2 years ago, or that we agree to the 
amounts presently proposed. 

We presently are paying 20 percent more than the rates which 
obtained in 1951 and for a good many years prior. Merely for defini- 
tion I shall refer to the prior rates as the base period. If these pro- 
posed rates were to go into effect, we would next July be paying about 
67 percent over the base period. That is a very sizable jump in a 
period of 27 months; and we would be paying about 42 to 45 percent 
over present rates, again a very sizable jump in 1 year or less. Abso- 
lutely accurate percentages cannot be lumped for the group as the 
increases vary with each publication. Here are some scniniplen' One 
big sectional farm paper has worked out the increases in detail; that 
is, by zones, percents of reading matter, and so forth; and finds it 
would increase the second-class postage by 70 percent. Another 
similar farm publication figures 66.02 percent; 1 State farm paper 
62 percent and another State farm paper 75 percent. All of these 
figures are increases over the base period. In my own organization, 
the end result for 1 home service magazine, 1 sectional farm maga- 
zine, 2 State farm papers, and 1 weekly newspaper going mostly to 
farmers, would be an increase of 52.5 percent over the rates actually 
paid for April 1953. 
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Such increases our members consider exorbitant and unwarranted 
and distinctly damaging to the farm publications industry. We also 
consider them premature, a point which I should like to expand. 

There is now a committee consisting of informed men representing 
all classes of mail users which is working with the Senate Post 
Office and Civil Service Committee, and it is charged to make a final 
report by the end of this year or very soon thereafter. Such a com- 
mittee and such a report have been advocated by the farm publica- 
tions and other publishers. Irrespective of whether we like that 
report, or whether we agree in detail with it, we probably cannot 
dispute its facts or argue too successfully against its recommenda- 
tions. It well may be that this study and report will indicate the 
need for an increase in second-class rates greater than those provided 
in the postal law now in effect. 

If this report were merely an idea, or something which might be 
made at some distant future date, there might be some excuse for 
hasty legislation. But the money for the study has been appro- 
priated ; the committee has been working for many weeks, and there 
is a definite time limit set by the chairman for the completion of the 
report. That time limit is a short 3 months after this proposed bill 
would go into effect. The report should, and I believe will, provide 
some bases on which to revise both postal rates and some post office 
operations. We have had a postal deficit practically every year 
since the Post Office Department was created. Surely our country, 
our economy, and our political future are not going to be wrecked 
if we postpone for a few months the remodeling of this structure 
until we get the blueprints. 

Since such a recommendation to your committee will probably be 
labeled as “obstruction” or “delaying action” by proponents of the 
immediate passage of this bill, I should like to reiterate my statement 
that this association of farm papers is not opposed per se to further 
increase in postage rates. Injuc dicious increases in postal rates can 
be a very serious matter, not only for our industry, but for all busi- 
ness. Publishing is unique in that it is not merely the selling of a 
manufactured article, but is tied indefinitely with the selling of nearly 
all articles, the business of farming, the business of manufacturing, 
of running homes, or disseminating news of all kinds, and with the 
government of the community, the State, or the Nation. We prefer 
to have all ascertainable facts before we make any move which might 
cripple our usefulness. 

Gentlemen, that is the end of my formal statement. 

The CHatrMan. We appreciate your concise statement which was 
to the point. 

Mr. Withrow wants to ask a question. 

Mr. Wirnrow. I would like to ask the usual question that I will 
ask of every one of the witnesses: Do you not think it would be ad- 
visable to establish fifth-class mail to put all of these users in that 
category so we will know exactly where we are with subsidies or 
preferments? 

Mr. Sweer. If I knew your definition of “preferment,” perhaps 
I could answer you better. I will say that I personally do not agree 
at all with the structure on second-class mail as it has existed for 
many years. I think it can be greatly remedied. 
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I believe that our biggest problem is this: you must take out of your 
deficit those things which are not caused by the mail users who pay 
for the mail. 

Now, when you get the figure down to a point where you can say 
that those users, whether they be first, second, or third class, who are 
paying for the mail, that they have created a deficit of X size, then 
you can certainly establish rates, sir, to bring it up so that they are 
paying their way. But they cannot in my opinion be called upon to 
pay not only their way but pay all the other things and the free 
services and so forth which are now included in your deficit. 

The CHarrMan. Any questions ? 

Mr. Wrrurow. I quite agree with you. I am not opposed to having 
free-in-county and those services. I think it is definitely a service 
and I think that this postal de :partment is partly a servic department 
as well as a business. 

Mr. Sweer. It has to be when you have approximately 42,000 post 
oflices and approximately 39,000 of those could not possibly under any 
concept of postal rates begin to pay their own way; it must be a 
service department because no business could possibly operate on that 
basis. However, there is a very definite business aspect to it. Per- 
haps your different class of m: Lil which I never even considered might 
be it. 

Mr. Ruopes. Mr. Sweet, I would like to ask whether any of your 
33 organizations that you represent are nonprofit ? 

Mr. Sweet. No, sir. 

The CHarrMaNn. Are there any questions on my left? 

Mr. Crereiia. I have no question to ask but I think Mr. Sweet made 
a very fine statement here: brief, concise, and to the point; and I 
think he is to be commended for his brevity and conciseness. 

The Caamman. I agree with you, and we thank you, Mr. Sweet. 

Now, we have scheduled the greeting-card publishers and they have 

advised that they do not care to appear. 

However, we have two more. Do I understand that the representa- 
tive of the Direct Mail Advertising Association is present ? 

Mr. Henverson. Yes, sir; I was scheduled to appear earlier on the 
agenda. I have been here. 

The CHarrMan. Just a little earlier. We had to try to get along 
here in the best way we could. How long is your statement ? 

Mr. Henpverson. My statement, sir; will probably t take 10 minutes. 
It is a short statement, simple statement, and yet it carries some very, 
what we feel is very important, word to this committee. 

The Cuarrman. Are the members of the committee willing to stay 
to listen to his testimony ? 

Mr. Hagen. Will he be available tomorrow? 

Mr. Henverson. I will be glad to testify tomorrow. 

The Crarrman. All right. And we have also the American Paper 
& Pulp Association represented. Is that representative here? 

Mr. Trnxer. I am here, Mr. Chairman. 

The CHarrman. Would you like to file a statement or do you want 
to testify orally? 

Mr. Trnxer. I would prefer to testify orally. I would take about 5 
minutes. 

The Cuarrman. We will try to get along and have you come back 
tomorrow. 
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We have, of course, drawn attention to the provision of the Reorgani- 
zation Act. We would like to move this along as promptly as we can 
and not be charged with having prevented anyone or any group from 
testifying. Of course, under that provision of the act, each standing 
committee shall, so far as practicable, require all witnesses appearing 
before it to file in advance written statements of their proposed testi- 
mony and to limit their oral presentations to brief summaries of their 
argument. The staff of each committee shall prepare a digest of such 
statement for the use of the committee members. 

I just call your attention to that, but we do want to give you a chance 
to testify and to present your views on this proposed legislation. 

Mr. Hacen. A parliamentary inquiry: You do not mean that we 
are going to require the staff members to file an analysis of the Post 
Office Department’s statement and all the other statements? 

The Cuatrman. No, but it is my hope that those who testify will file 
their statements with the reporter and then, insofar as possible, to give 
the highlights of their views. I think personally it is more effective 
and I think that it would be of interest all the way around without 
injury to anyone. 

Mr. Hacen. You mean to say that you want the witnesses to read 
their statements? 

The Cuarrman. I am not saying that, sir; but I am just quoting 
from the act, hoping that they will highlight their statements so far 
as they can do so. I think that is only fair to the members of the 
committee who are here listening to the testimony. 

Certainly, if they insist, some of them have to read their statements 
because they are already concise. Others just feel as though they 
ought to for the benefit of their constituents and we are not objecting 
to that. I just hope we can have that cooperation without any injury 
to anyone. 

I wonder if the committee would be cooperative with us in meeting 
a little earlier tomorrow morning? 

If there is no objection, the ‘committee will meet at 9:30 in the 
morning. 

(Whereupon, at 12:15 p. m., the meeting was recessed, to reconvene 
at 9:30a. m., Tuesday, July 21, 1953.) 
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TUESDAY, JULY 21, 1953 


Houser or REPRESENTATIVES, 
ComMMITTEE ON Post OFFIce AND CrviIL SERVICE, 
Washington, D. C. 

The committee met, pursuant to recess, at 9:30 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees, chairman, presiding. 

The CHarrman. The committee will be in order. 

We will proceed now with the further consideration of H. R. 6052, 
The first witness on our list is the representative of Protestant Church 
Owned Publishers Association, who has wired me as follows: 

Unable to testify July 21 concerning House bill 6052. However, wish to express 
appreciation to you and the committee for exemption from increase in second- 
and third-class rates applicable to religious nonprofit organizations. 

Signed by Mr. John Ribble, chairman of the Government regu- 
lations committee, Protestant Church Owned Publishers Association. 

We have scheduled first this morning Mr. E. W. Tinker, executive 
secretary to the American Paper and Pulp Association. Mr. Tinker 
is recognized. 


STATEMENT OF E. W. TINKER, EXECUTIVE SECRETARY, AMERICAN 
PAPER AND PULP ASSOCIATION 


Mr. Tinker. My name is E. W. Tinker, and I am executive secre- 
tary of the American Paper and Pulp Association. 

I am going to follow the chairman’s suggestion made yesterday 
and very briefly review the statement that I have filed with you. 

(The statement is as follows:) 


STATEMENT BY E, W. TINKER, EXECUTIVE SECRETARY, AMERICAN PAPER AND PULP 
ASSOCIATION, NEw YorK, N., Y. 


My name is E. W. Tinker, executive secretary of the American Paper and Pulp 
Association. I am speaking in behalf of the American Paper and Pulp Associa- 
tion which represents approximately 85 percent of the tonnage of pulp and 
paper produced in the United States. I am appearing in relation to the postal- 
rate increase proposed in H. R. 6052 because of the potential adverse effect of 
this legislation upon the paper and pulp industry. Our industry is a substantial 
segment of our national economy. It today constitutes the sixth largest industry 
in the United States. We naturally are concerned that this bill, if enacted, would 
increase the rates for second-class mail by approximately 40 percent, part of 
which would take effect October 1, 1953, with the balance to become effective 
July 1, 1954. By that date the total increase for reading matter and for adver- 
tising matter within the first and second zones will amount to 6624 percent above 
the rate in effect prior to 1951. The effect of such an increase upon many enter- 
prises in the publishing field would be immediate, and in many cases disastrous. 
The secondary effect upon the paper and pulp producers would also be severe 
through the loss of customers who would be forced out of the publishing business 
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because of their inability to absorb the added costs or to pass them on through 
price increases because of the severe competition existing in the media field. 

The profit picture of many concerns in the magazine-publishing field had 
shown a marked decline by the year 1952. I am informed that for that year, the 
magazine industry as a whole made a net profit of only 2.9 percent of its total 
revenue, the smallest percentage of profit since 1935 the year when such data 
was first compiled. 

Quite clearly organizations operating on such a narrow margin of profit are 
in no position to withstand further cost increases, and in view of the difficulty 
or impossibility of their raising prices, they face the harsh alternative of shut- 
ting down. A result, incidentally, which denies the previously declared congres- 
sional policy of encouraging the broadest possible dissemination of literature 
as one means of developing an enlightened and informed citizenry. 

Aside from the economic consequences which would doubtless result from the 
passage of this bill, there is another reason why the Congress should not at this 
time take any action in the form of legislation relating to postal-rate increases. 

In March 1953, this Congress approved Senate Resolution 49, the so-called 
Carlson resolution. This resolution authorized the Senate Post Office Commit- 
tee to conduct a thorough investigation of postal-rate-making practices and of 
the costs of handling mail. It also authorized it to appoint an Advisory Council 
of 10 individuals with some knoweldge of postal matters, including users of the 
several classes of mail—an approach which apparently impressed Postmaster 
General Summerfield as being a sound one. It was hoped that a critical analysis 
by this Advisory Council of the complex problem of establishing postal rates and 
improving the efficiency of the Post Office Department would be extremely 
valuable. 

Senate Resolution 49 provided $100,000 in funds to defray the expenses of the 
committee’s investigation, including about $40,000 in fees for the work of man- 
agement-engineering and accounting firms. At present, the committee’s own 
staff, the Advisory Council, a firm of certified public accountants, and other 
experts, are all working hard on their assignments, because the committee is 
required to complete its report by February 1, 1954. In view of this intelligent 
approach to the problem of postal-rate fixing, it would hardly seem logical for 
the Congress to now pass such legislation without the benefit of the results 
of the intensive investigation still being pursued. Unless it is to be assumed that 
the work of this committee and the appropriation of $100,000 to it, is to be 
wasted, it would seem that a complete revision of all postal rates prior to the 
completion of the report of the committee is a repudiation of the Senate (S. Res. 
49). Indeed, the chairman of the Senate Post Office and Civil Service Com- 
mittee (Senator Frank Carlson) has stated that changes in postal rates should 
wait until the committee’s report is available. I believe this is a common-sense 
approach, and I can’t help but feel that your committee should recognize its 
soundness. 

I want to make it clear that we strongly support economy in Government, a 
balanced budget, and reducing the national debt.. We think these things are 
essential. However, we oppose the increase in postal rates at this time for 
several reasons. 

The whole problem is now being studied and recommendations will be made by 
February next. 

There is a danger that such drastic increases will result in diminishing 
returns, 

While we oppose all subsidies and think they should be eliminated, we believe 
that the dissemination of information should be held in relatively high priority 
as the Congress proceeds, if it does, to wipe out subsidation programs. 

I think our position is not inconsistent. 

It is my feeling for the above reasons and for others stated previously that 
H. R. 6052 should not be reported favorably by your committee. 


Mr. Tinker. To explain the concern of the manufacturers of paper 
with this legislation, I would like to give you the figure on the produc- 
tion of printing and similar paper in 1952. Our production of those 
grades of paper amounted to approximately 3,400,000 tons, with the 
sales value of $732 million. 

We have made some study and given a good deal of consideration 
to the potential effect of this rather abrupt and drastic increase in 
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postal rates. My research organization informs me that it will 
amount to in effect a 6624 percent increase since 1951. That is 1951 
inclusive, with the 40-percent increase applied, of course, under the 
proposed legislation. 

Our information would indicate that the publishing industry is in 
no postion to stand such a drastic and sudden increase. Our figures 
indicate that overall the publishing industry operated on the basis in 
1952 of a 2.9-percent profit on their total intake. That, gentlemen, 
was the smallest profit that they have had since 1935. 

As you probably know, that publishing industry is highly com- 
petitive, and it does not seem possible that many of the publis shers 
can survive under the existing situation. So therefore as customers 
of ours we feel that probably a substantial percentage, particularly 

n the small publishing field, will be faced with the harsh necessity 
of simply going out of business. ‘That is as to the economic aspects 
of the legislation. 

I would like to touch just for a moment on another aspect of it that 
was of concern to us. I personally was in the hearings of the Senate 
committee when this matter was ‘being considered 2 or 3 years ago, 
and the outcome of those hearings was, as I understand it, the 
passage of the so-called Carlson resolution. That resolution was to 
make a study of the Post Office Department to see if any other re- 
course than a drastic raise in rates might be available. I understand 
the report of that committee is due on February 1, 1954; $100,000 was 
appropriated for the study. 

Just to an ordinary businessman it looked a little bit out of line 
to anticipate the findings of the committee which would come within 
3 months after this legislation would initially go into effect. 

In conclusion, I would just like to make one point clear. We are 
an old and very conservative industry. I think without exception we 
would support any program of economy in Government, the balancing 
of the Federal Budaet , and the initiation of a program that would 
result in the reduction of the national debt. However, after a lot of 
thought, I think the position we are taking in this case, because of 
the factors that I have mentioned, is not inconsistent. I think I can 
summarize by saying that we have three points. 

First, that the problem is under study and action should await 
the findings of that study because they might offer a solution. I 
understand $40,000 has been appropri: ited for the hiring of manage- 
ment experts and cost-accounting firms and that sort of thing. 

Secondly—and this cannot be proved—I think there is reasonable 
supposition that it will be true that you can raise rates to the point 
where you start in on diminishing returns. We fear that maybe 
the case in a matter of this kind because there are competitive factors 
with the post office in the distribution, particularly of periodical 
public ations. 

My third and last point is that we as an industry are opposed to 
all subsidies. If this is in the nature of a subsidy, we are naturally 
opposed to it. However, we think there should be, if the Congress 
intends to eradicate subsidies, some priorities in which they are 
eradicated. This is probably the most ancient and honorable sub- 
sidy that the Government has ever had. Since it involves the educa- 
tion of the people in literacy—and probably one of the biggest factors 
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we have in getting intelligent political action in this country—I 
think that it oe rate high on the list of subsidies as they are 
eliminated, if they are eliminated. 

Thank you, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Tinker. 

If there are no questions, I will call on Mr. William B. Henderson, 
managing director of Direct Mail Advertising Association. Mr. 
Henderson was scheduled for yesterday, but we will hear him this 
morning. 


STATEMENT OF WILLIAM B. HENDERSON, MANAGING DIRECTOR, 
DIRECT MAIL ADVERTISING ASSOCIATION 


Mr. Henpverson. Mr. Chairman, my name is William B. Hender- 
son. Iam managing director of the Direct Mail Advertising Asso- 
ciation, a national nonprofit organization of users and producers of 
direct mail, with headquarters at 381 Fourth Avenue, New York 
City. ‘The association has been in existence 38 years. Its member- 
ship, located in all 48 States of the Nation, consists of almost 2,000 
companies engaged in direct-mail activities. These are representa- 
tives of many more thousands of companies engaged in similar opera- 
tions. Most are small; a few are quite large. 

The purpose of the association is to serve as a clearinghouse of 
information on direct mail, to counsel its members on direct-mail 
operations, to engage in research activities, and, in general, to serve 
in every way possible all individuals and organizations using the 
mails for commercial, educational, political, social, religious, philan- 
thropic, and other legitimate purposes. 

Having this broad and direct interest in postal matters, the asso- 
ciation, through its representatives, believes it can speak broadly 
yet objectively on behalf of all business users of the mail without 
specific reference to any particular type or class of postal service. 
The association’s.members use all classes of mail and all types of 
mail service. 

Altogether there are some 4 million business establishments in 
this country, ranging all the way from the corner grocery store to 
the largest of our corporations. In their business-building efforts 
there are various forms of advertising available to these firms and 
individuals. Yet it goes without saying that of all the forms of 
advertising, direct mail is the tool which is most universally em- 
ployed. Practically all of these business establishments use direct 
mail in one form or another to promote the sale of their wares or 
services. In addition, many thousands of educational social, philan- 
thropic, and religious organizations in the country also depend heavily 
on the use of direct mail in carrying on their activities. 

This association is in agreement that some revision in postal rates 
is necessary. There are two ways this could be done. One way is 
the Postmaster General’s proposal, as embodied. in H. R. 6052, to 
put through immediate rate adjustments, which presumably would 
be followed later with further adjustments. Such a plan multiplies 
the shock that must be absorbed by mail users, large and small, for, 
of necessity, this plan will produce two adjustments—one now and 
a second at a later date. 
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The second way, and I think a better way, is to make a single, sound 
adjustment after all the facts are in and after certain policy ques- 
tions have been decided. This second way would reduce by half the 
number of shocks which mail users would have to absorb. To us it 
seems just good commonsense to follow the second plan, especially 
when fundamental facts on income and expense and specific apportion- 
ment of deficits will soon be available through the Carlson committee. 
Especia'ly is the establishment of basic facts needed when there is so 
much debate on the broad policy question of how much and what parts 
of the postal service constitute functions performed in the public in- 
terest and how much should be charged to the mail user on a strictly 
business basis. 

The association is deeply concerned at the apparent hurried ap- 
proach being made to the enactment of legislation as outlined in H. R. 
6052. There is no need for me to speak at length on the importance 
of the postal service to the welfare of the people of the United States. 
Nor is there need for me to further emphasize the concern we all feel 
about the perennial postal deficit. ‘These are matters in which all of 
us have a mutual and common interest. 

The Direct Mail Advertising Association had hoped that this com- 
mittee’s deliberations could be carried on in the light of the funda- 
mentals being developed by the studies of the Citizens Advisory Coun- 
cil of the Senate Post Office Committee. 

The council’s subcommittees assigned to study various portions of 
the overall problem have had many meetings and are working dili- 
gently and intelligently. The members of the council are distin- 
guished for their competence and objectivity. The report and rec- 
ommendations of that council will, in all probability, embody the 
most pertinent and practical bases for a solution of the complex and 
many sided postal problem. The council’s study will probably con- 
stitute the most constructive contribution made to the Nation’s postal 
system in generations. Such a large and complicated undertaking 

cannot, in its very nature, be concluded quickly. The council will 
develop facts long hidden under years of Post Office Department rou- 
tine operation ; facts which have probably escaped attention or analysis 
during the years of changing economic conditions and facts which, 
perhaps, have been overlooked just because they were so evident. 

The members of the Direct Mail Advertising Association are anxious 
for a constructive solution of the Nation’s postal problem and willing 
to bear their fair share of the costs of the postal service. But, that 
fair share can only be determined on the basis of facts, sought and 
obtained objectively. We believe that the source of those necessary 
facts is the studies now being carried on by the Citizens Advisory 
Council of the Senate Post Office Committee. Action on H. R. 6052 
should be withheld until the report of the council is available a few 
months from now. 

The board of directors of the Direct Mail Advertising Association, 
as a result of substantial review of the whole matter, formally adopted 
the following policy resolution and has asked me to bring it to the 
attention of this committee for such assistance as it might be to you in 
your deliberations. 

1. That the Congress should determine what portion of the total 
costs of operating the postal service should be chargeable to the in- 
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valuable public service rendered to the general welfare of the people 
of the United States by the Post Office Department. 

That the Congress should retain all postal ratemaking authority 
unto itself, and particularly return to its own primary jurisdiction 
the ratemaking powers affecting fourth-class mail now held by the 
Inte rstate Commerce Commission. 

That, in addition, the Congress should not consider any increases 
in postal rates until it has had an opportunity to critically examine 
the management functions and procedures of the Post Office Depart- 
ment. 

Consider briefly the contribution of the postal service to the general 
public welfare. 

Through its universal distribution of mail in every part of this vast 
country, the postal service has made all kinds of knowledge available 
to our people everywhere. 

The postal service has been a means of educating the public in 
better ways of living, not only in a material sense, but also in a broad 
political, social, and spiritual sense. Considering only the commer- 
cial and social factors, it has made markets for the output of our fac- 
tories, which in turn has led to higher and higher standards of living. 
It has taught manufacturers how to produce goods cheaper and better. 
It has taught merchants how to display and sell goods more effectively. 
And this has, in turn, led to higher and higher standards of living 
and of education for people everywhere. 

I cannot close this brief mention of what the postal service has 
meant to the general welfare of the Nation without mentioning the im- 
portance to those members of our association who distribute mer- 
chandise directly to the home, making it possible for the farmer’s 
wife in Iowa to use the same efficient eggbeater her sister in New York 
City uses, wear the same stylish clothes, read the same books, sing 
the same songs. 

Many, through the use of the postal service, and these are repre- 
sentative of many of our businesses, have built sound, even if small, 
businesses, starting with a few dollars to mail letters and post cards 
which they and their families addressed in the evenings at home, 
offering their wares to prospective buyers far and near. Such busi- 
nesses have often reached substantial size, depending on the skill, 
energy, and ingenuity exercised in meeting needs and desires of our 
vast population, a population, I emphasize, reached most efficiently 
through the postal system. 

We are one country not only in our Government but in our ways of 
living, our standard of living, and our language—from the Atlantic 
to the Pacific, from Canada to Mexico—largely because of our com- 
prehensive postal system. And certainly the Congress recognizes the 
great contributions by the postal service to the general welfare of our 
country. 

But part of the cost of this postal service should be recognized as of 
direct value to our Federal Government, and its citizens as a whole. 
This portion should be paid for by the Government, just as it pays for 
our armed services, our courts of justice, and our research into better 
farming methods, which all contribute to the national welfare. 

Many of us derive our livelihood from our ingenuity in using the 
postal service. For this we should pay our fair share. But another 
and substantial part of the postal expense incurred in building the 
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Nation is ap propriate ‘ly a general Government charge and should not 
be prorated and shi ired by any method of accounting to the users of 
first-class mail, airmail, second-class, third-class, or fourth-class mail. 

Without the postal service, our Government aaula not be as sound, 
our people as well fed, as warmly clad, as well housed, or as spiritually 
trong. These are components of general welfare and how much of 
the postal cost should be apportioned to benefits accruing to the 
general public. 

The objectives of all Members of Congress, the Post Office Depart- 
ment, the members of the Direct Mail Advertising Association, and 
ll users of the mails are identical. We all want the best possible 
postal service for all the people at the lowest cost. We all want the 
costs of the postal service to be fairly apportioned—having due re- 
gard for the specific services rendered to users and for the social, 
economic, and public-service factors involved. We are all anxious 

have an end, once and for all, to deficit financing of the postal 
ervice. 

[ hope we are in agreement that the attainment of these important 
objectives should not be sacrificed by any concessions to short-term 
expediency. Facts are necessary to do the job right. It is worth 
waiting a few months for those essential facts now being developed. 

Thank you, sir. 

The CHarmMan. We appreciate your statement. 

Mr. Corsetr. Mr. Chairman, I would like to ask a question. 

The Cuatrrman. Mr. Corbett. 

Mr. Corsetr. If this adjustment were to be made, or a lesser one, 
what effect would that have on the long-time subscriptions? I know 
it would be hard to make wp that slack, but does anyone have any idea 
about how many subscriptions of magazines run for 2, 3, 5 years ¢ 

Mr. Henperson. Mr. Corbett, that is a specialized portion of direct- 
mail operations. I believe there will be much more competent wit- 
nesses on that particular point following me. 

Mr. Corserr. [I thought perhaps you might know it. You did also 
make he statement about the matter of the Congress ret: ining the 
ratemaking power. We have legislation, of course, before the com- 
mittee which would transfer that power to the Postmaster General. 
[ think it is something that deserves a whole lot of emphasis, because 
if we transfer that power away from the Congress, we have trans 
ferred to a bureau another grant of power which in the hands of a 
person not sufficiently fair minded could be a weapon to use over 
busiriess; publications, and everything else. 

I think the matter of the amount of power involved is such as to 
make it dangerous. Regardless of the ability of this committee, or 
the House and Senate, or anyone else, to intelligently fix rates for 
postal matters, I think the danger of putting it in the hands of one 
individual is a much greater danger. 

Mr. Henperson. Mr. Corbett. we have discussed that in our asso- 
ciation meetings, and particularly the board of directors, and may I 
say we strongly endorse the viewpoint you have just expressed. That 
is our stand also. We feel there is a very definite danger in pl: icing 
such tremendous power over the economic life of this country in the 
hands of one individual ora small group of individuals. 

Mr. Corr. Will the gentleman yield / 

Mr. Corsetr. Yes, sir. 
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Mr. Coir. May I call to your attention that this legislation pro- 
vides for a veto in the Congress on any increases adopted by the staff 
of the Postmaster General. 

Mr. Corserr. Mr. Cole, in that regard, where you set up a situation 
where the Congress must act negatively in a period of 60 days, the 
veto is not very effective. We have had plenty of illustrations of 
that. I think again when you put a requirement in that the recom- 
mendation would have to be vetoed within 60 days or else it becomes 
law, you might just as well turn over the power of the Congress on 
rates to the Postmaster General, because it would be so easy to block 
that for a 60-day period, even if there was a will on the part of the 
leadership to change it. 

Mr. Gross. Will the gentleman yield ? 

Mr. Corpert. Yes. 

Mr. Gross. I want to associate myself with the statement of the gen- 
tleman from Pennsylvania on the subject of transferring power to 
the Postmaster General. 

Mr. Cote. I am not voicing an opinion either for or against. I want 
to call attention to the committee that the legislation did contain such 
a proviso, and that is a highly privileged operation that can be called 
up at any time by the c chairman of the committee. 

The Cuarrman. Are there any questions of the witness? 

Mr. Wirnrow. While we are on a discussion of that, suppose we 
adjourn on the 15th of August, and the Postmaster General comes up 
with a recommendation as of September 1. We are not in session, 
and in 60 days the new rates take effect ¢ 

The Cuamman. That is protected. 

Mr. Gupser. May I ask a witness a question? 

Mr. Henperson. Yes. 

Mr. GursEr. These people that you represent, I assume, are maga 
zine people, and also people who do direct-mail advertising, sending 
out pieces of literature, and so forth, for a fee to a customer; is that 
correct ? 

Mr. Henprerson. Some of them are in such activities, sir. Many 
are also philanthropic organizations, like the National Tuberculosis. 
We have a number of religious organizations, colleges, universities, 
and other nonprofit organizations in our association membership. 

Mr. Gusser. Do you have commercial accounts ? 

Mr. Henpverson. No, sir. We are a trade association, mainly en- 
gaged in research and other advisory operations. Might I say that 
our membership fee is the small sum of $36 a year, and that is for the 
highest class of membership at the present time. Some classes of 
membership cost only $12 a year. That membership cost is within 
reach of anybody interested in direct mail, whether it be a church 
or a commercial operation selling cheese, garden supplies, or any of 
the products distributed by means of the postal service. 

Mr. Gusser. This is along a little different tine. I think you prob- 
ably agree with all of us that a subsidy does exist in second- and third- 
class mail, and whether or not that subsidy is right and just and a 
good thing is something that each of us has to make up our own mind 
about, and I do not want to argue the point here. But I am again 
reminded of the farm subsidies which a great many people through- 
out the United States condemn, and which are subject to the approval 
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of the people, so to speak, because when those farm subsidies are 
granted the money is appropriated in the form of an appropriation 
bill through Congress. Actually, the Secretary of Agriculture is em- 
powered to buy certain agricultural commodities, and the whole 
operation is right out in front of God and everybody, and we know ex- 
actly what it is. 

Do you suppose that your users—assuming that we arrive at the 
policy determination that a subsidy is right—would object to obtain- 
ing their subsidy in the same manner as farms obtain theirs? 

Mr. Henperson. I agree with you, sir, that any subsidy should be 
clearly identified and out in the open. In the particular case of the 
postal service, we have a public-interest factor which I am sure you 
recognize. If that public-service or public-welfare factor were def- 
initely and clearly established, the mail users I represent, and I am 
sure all mail users, would want to pay their fair share of what it costs. 
We certainly do not want to be subsidized. We want to pay our just 
portion. But first of all there must be a policy determination as to 
what the welfare factor is and its extent. 

Mr. Gusser. That brings me to my main point. Is not the real 
thing that has to be decided by Congress the policy of what we are 
going to subsidize, and what we are not going to subsidize ! 

Mr. Henverson. Exactly. 

Mr. Gupsrr. May I ask, in the light of that fact, if all we have to 
do is not to search our own consciences and say here is what we are 
going to subsidize and this we will not subsidize. Do you think the 
Carlson committee is going to come up with that recommendation ? 

Mr. Henpverson. I am sure of it. That committee will indicate 
sound bases on which wise decisions may be made. The Carlson com- 
mittee is doing a very fundamental job. I think you will agree that 
no study approaching it has been attempted in a hundred years or 
more. It should greatly benefit the Post Office Department, the users 
of the mails, and the Nation as a whole. 

The point I am making is that if we are going to settle this complex 
postal problem thing for once and all, as we should, we ought to 
do it on the basis of facts and not hurry through it. If we do not 
solve the problem constructively now, we will be faced with the same 
job 2 or 3 years hence. Now is the time to do it and do it well on 
the basis of facts soundly obtained. 

Mr. Gusser. I sincerely hope that the Carlson committee does come 
up with something. 

Mr. Henverson. I am sure they will. 

Mr. Wrrnrow. Do you not think it would be advisable to establish 
a fifth class of mail in which we put all these users who have a pre- 
ferred status ? 

Mr. Henperson. Mr. Withrow, that approach to the problem ob- 
viously reflects some very competent thinking. I feel when the pol- 
icy determinations are established, it is an aspect that has definite 
and excellent possibilities. Of course, I am not in a position to say 
definitely that I agree or disagree, because I am not as familiar as 
you are with the policy considerations unsolved. 

The Cuarrman. Any other questions? 

Mr. Bouron. Mr. Chairman. 

The Cuarrman. Mr. Bolton. 
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Mr. Bouron. Mr. Henderson, just to make sure I understand the 
basic part of your testimony—I now have reference to purely the 
commercial users of third-class mail; I do not think there has been 
any discussion of changing the rates for the philanthropic users, et 
cetera—insofar as commercial users are concerned, is it your conten- 
tion that they are receiving a bonus from the Government ? 

Mr. Henperson. I feel that there is. Such mail users are subsi- 
dized and there is public service merit to such subsidization. 

Mr. Boron. In other words, you would agree if a man wired me 
saying if the rate increase goes through, it will increase my cost of 
mailing through which I do my selling 3314 percent, and I cannot 
afford to raise my salesman 3314 percent 

Mr. Henpverson. That is only part of the matter, Mr. Bolton. 
What these commercial mail users do in the public interest, in the 
distribution of goods, in the dissemination of knowledge, in the edu- 

cation of the people and the many other collateral benefits to the 
Ni ation as a whole—that is another part of what the particular small 
letter shop man to whom you presumably refer is doing. 

Mr. Bouron. If the gentleman will excuse me, we are not talking 
about the educational, philanthropic, or religious side. We are talking 
about the commercial side of it. 

Mr. Henperson. Education is sold commercially, too. Our colleges 
and universities all use direct mail, often in large volume. 

Mr. Bouron. I have no further questions. 

Mr. Henperson. I did want to add, Mr. Bolton, that I represent not 
only users of third-class mail, but also first, second, and fourth. Our 
members use them all. Wearea rather broad service organization. 

The Cuairman. Mr. Dowdy is recognized. 

Mr. Downy. There has been a good deal of discussion about the 
Carlson committee this morning in connection with this testimony. 
[ understood from the Postmaster General’s statement the other day, 
he mentioned the fact that the Carlson committee was not operating; 
that was one of his complaints, and he feared they were not going 
todoanything. Idonot know. Iam taking the Postmaster General's 
statement. 

Mr. Henperson. I happen to know at least one member of that. com- 
mittee. The Carlson committee is composed of businessmen, labor 
leaders, and legislators. I know this particular man has been working 
very hard on his assignment. He has attended at least eight meetings 
of his particular subcommittee. He pays a large part of his own 
expenses to come from down in the southwest part of the country. 
He travels not only to Washington but also to other cities in search 
of data for the Carlson committee. He works harder, probably, at 
what he feels is his civie duty than he did at his business; just been 
working awfully hard. The same is true, I believe, of other members 
of other subcommittees, though I do not have as much personal know!l- 
edge as to their activities. 

The Carlson committee as a whole gets together periodically to 
review the work of its subcommittees and to lay out further assign- 
ments. I believe there have been two such meetings of the whole 
committee, but the subcommittees have been working diligently in 
the interim on their particular work assignments from the main 
committee. 

Mr. Dowpy. Then they are operating? 
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Mr. Henpverson. Very definitely, sir, and I understand accomplish 
ing a great deal. 

Mr. Downy. I just wanted to get that straight. That has been the 
only comment made about it so far. 

The Cuarman. Mr. Hagen. 

Mr. Hagen. I presume we will hear more about the Carlson study 
group later during these hearings, perhaps from one or more members 
of the group itself. 

Mr. Henperson. I certainly hope so. 

Mr. Hagen. I think we can look forward to that information. 
They have a staff of investigators, research people, as well as the top 
members of the so-called council. 

Mr. Henperson. Yes. I believe the committee has the help of 
expert consultants. As I am sure you are aware that $100,000 was 
appropriated to take care of committee operating expense. 

The CuHatrman. Are you familiar with the operations of that com- 
mittee ? 

Mr. Henpverson. It is only hearsay, sir. You probably know much 
more about it than I do, 

The CuarrMan. Very well. 

Mr. Hagen. One further point. On pages 5 and 6 of your testi- 
mony, at the bottom of page 5 and the top of page 6, there is a state- 
ment you make about designating various public services and subsi 
dies and things of that kind. That is one of the very points I am try- 
ing to bring out in this hearing. Before it is over, we hope to have 
a complete record so that everybody can read it and understand it and 
know first just what the subsidies are, secondly, what are the costs of 
the various public services rendered by the Post Office Department to 
all the people of the country, and not ‘only to mail users, and thirdly. 
the economies of postal operations that are presently being develope dd, 
and which will be developed in the near future. 

Then the fourth point is what are the steps which have been taken 
or will be taken very shortly to provide additional revenue. If we 
can get those four major points of information in concise form, I 
think we will find out a good deal more about the true story of the 
situation in the postal establishment. 

In my opinion, when those four points are developed, there act- 
ually is no real deficit in the Post Office Department today. 

Mr. Henverson. That information would be tremendously helpful 
and illuminating of the whole problem. 

Mr. Hacen. That is, if you would find no real deficit, it certainly 
would. Thank you. 

Mr. Reams. Mr. Chairman, I would like to ask a question of the 
witness, 

The Cuarmman. Mr. Reams will inquire. 

Mr. Reams. Mr. Henderson, you spoke of representing first-, sec- 
ond-, third-, and fourth-class users, did you not? 

Mr. Henperson. I made the point, Mr. Reams, that my members 
use first-, second-, third-, and fourth-class mail and therefore I felt 
that we, as an association, could speak objectively without any refer- 
ence to a particular class of mail or type of service. 

Mr. Reams. Looking at this matter objectively and thinking of 
users of third class, for i instance, who use the mail in place of salesmen, 
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do you think it is just as fair to raise the first-class postage from 3 
cents to 4 cents when that is paying its way now as it is to raise the rate 
on those classes that are not paying their way ? 

Mr. Henperson. I just want to follow you, Mr. Reams. Do you ask, 
is it fair to raise first-class mail from 3 to 4 while not raising the rates 
for other classes of mail ? 

Mr. Reams. You may put it in your own words that way. It is the 
same question that Iam asking. I want a comparative approach to it 
from the two classes of mail, the first class, which is paying its way 
and more, and the second end third and fourth, which are not paying 
their way. 

Mr. Henperson. No, Mr. Reams. One of the difficulties about. this 
whole complex postal situation is answer to pare such as you have 
propounded requires facts objectively obtained. I do not think any- 
body, as of this moment, can say definitely what rate is fair or unfair 
to any class of mail user, because no one has facts on which to base 
more than somewhat casual judgment. 

Mr. Reams. I think it is fair to say, and the facts are certainly 
apparent, that the first-class mail is paying its way. 

Mr. Henverson. I think there is some difference of opinion on that. 

Mr. Reams. If you are going to question that, then we do not have 
any ground to compare this thing on at all. I think you can rest your 
mind fairly easily that first class does pay its way and second, third, 
and fourth are not paying their way. The statement has been made, 
“It will be easier to put an extra penny on that letter than to dig down 
every March 15 and pay off the postal deficit.” Do you agree with 
that? 

Mr. Henverson. I did not make that statement. 

Mr. Reams. I know, but do you agree to that statement ? 

Mr. Henperson. Whether I pay that penny and many thousand 
similar pennies when I buy the postage stamp or when I pay my 
income tax, I still pay it. Iam sure you will agree, Mr. Reams, that 
this postal deficit—or the cost of operating the postal system—should 
be paid for fairly and equitably by all users of the mail. 

Mr. Reams. Let us go back to the question you have not answered. 
It will be easier to put an extra penny on that letter than digging down 
every March 15 to pay off the postal deficit. For whom is it going to 
be easier ¢ 

Mr. Henperson. It could be easier for the user or it could be easier 
for the Government as a matter of accounting. Certainly I do not 
immediately miss the penny as painfully as I feel that kick in the shins 
of my pocketbook I get every March 15. 

Mr. Reams. Yes; but there are a good many more million people 
using that first-class mail than other classes. 

Mr. Henverson. I could not say, sir, whether or not that is so, but 
probably you are right. 

Mr. Reams. You would not know that, sir, a man of your broad 
information? You would know that the broadest class of users are 
of first-class mail. 

Mr. Henverson. That is number of pieces? 

Mr. Reams. Number of people. 

Mr. Henverson. People, not pieces? 

Mr. Reams. I yield to the gentleman. 
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Mr. Gusser. If you do not mind, I want to clear up something that 
is a mistaken idea that is going through the entire hearing, and was 
brought out in your questioning, Mr. Reams. If I am wrong, I want 
to be corrected so we have the record straight. 

The statement is consistently being made that first class pays its 
way. I think asa class of mail we all agree that is true. But is it not 
true, as the Postmaster General pointed out, that the local class of first- 
clas mail is what is paying its way, and actually the nonlocal letter of 
less than 1 ounce is losing money, and that is the letter which is being 
raised in this H. R. 6502. It is my understanding that the nonlocal 
first-class letter costs 3.18 cents to handle. So actually the first-class 
mail we would be raising with this bill is showing a loss. If I am 
mistaken I wish somebody would correct me. 

Mr. Corserr. Did we not get a figure of the loss that class of mail 
had of about $27 million? 

Mr. Gusser. I got a cost figure of 3.18 per piece of less than 1 ounce. 

The Cuarrman. Mr. Moss. 

Mr. Moss. Getting back to the same question that Mr. Reams asked, 
you made some statement, I believe, in answer to his question that 
it did not matter a great deal whether you paid it out of your pocket 
in taxes or 1n postage. 

Mr. Henverson. It is basically a matter of paying, Mr. Moss. 

Mr. Moss. In your statement at the bottom of page 5 and the top 
of page 6, you make the statement : 

For this we should pay our fair share, but another substantial part of the 
postal expense is appropriately a general Government charge, and should be 
prorated and shared by any method of accounting to the users of first-class 
mail, airmail, second-class, third-class, or fourth-class mail. 

When you are talking of the fair share you mean the share remain- 
ing after a policy determination has been made as to the amount of 
the deficit which should be allocated to public service ? 

Mr. Hennerson. That is right, sir. 

Mr. Moss. And the remaining amount then divided. When we 
start doing that dividing, do you think we should levy a large share 
of the burden of underwriting the cost on one class of user than 
another ? 

Mr. Henverson. I think it should be fairly apportioned on the 
basis of facts. 

Mr. Moss. On this matter of the first class—— 

Mr. Henverson. Whether it is first, second, third, or fourth, what- 
ever the fair proportion turns out to be, I do not think anybody wants 
to get a free ride. I think all mail users want to pay their fair share 
of what it costs, after the appropriate policy determinations have been 
made by Congress. This discussion illustrates the difficulty in trying 
to operate properly and fairly without the basic facts which we all 
feel are so necessary. 

Mr. Moss. I can agree with you that we have difficulty because 
I continually hear that if we break down first class in numerous 
categories that one or more of the categories might not pay its own 
way. But asa class it has been clearly stated in the record repeatedly 
by responsible officials of the Post Office Department that it does pay 
its own way. 
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I have asked for a breakdown. In testimony developed here yester- 
day by representatives of the second-class users, they maintain they 
were paying far more of their share in second-class mail than some 
of the larger users. So, actually, when we break these classes down, 
we must break them down beyond classes into the various categories 
of users in order to determine who are paying their own way. 

Mr. Henverson. Yes, sir; the whole subject of postal operation and 
postal rates is very complex. 

The Cuarrman. Thank you, sir. 

Mr. Henverson. Thank you, Mr. Chairman. 

The Cuarrman. I call attention at this point to a statement from 
Mr. John i oa re presenting the Progressive Farmer Magazine, 
Raleigh, ; Birmingham, Ala.; Dallas, Tex. ; and Memphis, Tenn, 
He has feaiatealh that his statement be inserted in the record, and 
without objection it will be inserted at this point in the record. 

(The statement is as follows:) 


STATEMENT OF JOHN B. GorDON 


Mr. Chairman; my name is John B. Gordon, representing the Progressive 
Farmer magazine, Raleigh, N. C.; Birmingham, Ala.; Dallas, Tex., and Mem- 
phis, Tenn. 

As a member of Agricultural Publishers Association, we would like to go on 
record in endorsement of the statement made by Charles BE. Sweet (Capper 
Publications, Inc., Topeka, Kans.) for the Agricultural Publishers Association, 
July 20. 

In the interest of saving time, we would like to have the attached letter, to 
the chairman of this committee, go in the record giving the reasons why the 
Progressive Farmer Co, opposes the increases proposed in H. R. 6052. 


BIRMINGHAM, ALA., July 13, 1958. 
Hon. Epwarp H. REEs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, House Office Building, 
Washington, D. C. 

Dear Mr. Rees: The Progressive Farmer Co. opposes the increases proposed 
in H. R. 6052 for the following reasons: 

1. The increases proposed, on top of those authorized would represent a total 
increase of 67 percent in its total postage costs. Those increases would have 
harmful effect on the company’s operations even in years of exceptionally good 
business and they could prove disastrous in a period of poor business. We con- 
tend that no business could meet such a percentage of increase in a major item 
of expense within a period of 27 months unless it could pass along a major por- 
tion of that increase on to its customers; 

The Progressive Farmer has not opposed, and does not oppose, any reason- 
able increase in postage rates, to become effective gradually, that independent 
eost studies of Post Office Department operation, and particularly studies of 
the handling of second-class mail, show to be warranted ; 

3. The increases authorize dd and proposed could be passed on only in part to 
the Progressive Farmer’s advertisers; nor could they be passed on to its sub- 
scribers whose subscriptions are paid in advance for an average period of ap- 
proximately 4 years; 

The agricultural press would be more seriously affected by the proposed 
rate in increases than any other major class of periodicals because of being 
almost wholly dependent upon distribution by second-class mail; 

5. If such studies establish the necessity for further increasing second-class 
postage by anything approaching the increases proposed in H. R. 6052, then the 
Progressive Farmer Co. earnestly requests that a special classification be pro- 
vided for the agricultural press. This request is based not only on the reasons 
set forth in paragraphs (3) and (4) above, but also because of the essential serv- 
ices rendered by the agricultural press to the farm families of the Nation, to 
other departments of the Government, and particularly to the Department of 
Agriculture. Just one illustration of this service is in the fact that farm pub- 
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lications are known to be more effective and more economical than official farm 
ulletins in promptly and continuously carrying and simplifying agricultural 
esearch findings to farmers. 
Sincerely yours, 
THE PROGRESSIVE FARMER Co., 
FOWLER DUGGER, 
Vice President and General Manager. 
The Cuatrman. Now we have Mr. Harry J. Maginnis, who repre- 

sents the Associated Third Class Mail Users, Inc. Will you please 
reduce your statement a little bit ? 


STATEMENT OF HARRY J. MAGINNIS, EXECUTIVE MANAGER, 
ASSOCIATED THIRD-CLASS MAIL USERS, INC. 


Mr. Maerinnis. Mr. Chairman, this material looks formidable, but 
[ can assure you that the first part of the statement will consume about 
\2 minutes. I represent the Associated Third Class Mail Users. 

It is proposed in this bill to raise $52 million from these people. 
[ am the only spokesman for that group. I would like at least 12 
minutes to read the statement. 

Mr. Coreetrr. On this matter of third-class mail, the rate on which 
we raised very high in the last bill, I think it is very important that 
ve spend more time on it. ‘There are going to be all kinds of amend- 
ments offered on third-class, and substitute proposals, and if our pur- 
pose is to get through and get these witnesses out of here without 
learning anything, we might as well adjourn. 

The Cyairman. Gentlemen, we will proceed in order. 

Mr. Macrnnis. My name is Harry J. Maginnis. I am executive 
manager of Associated Third Class Mail Users, Inc., with offices at 
1406 G Street NW., Washington, D.C. We have 450 members, small, 
medium, and large users of third-class mail and their suppliers. We 
are a nonprofit corporation and I am the only employee. I appear 
in opposition to the proposed increase in the minimum piece rate on 
bulk mail from 114 cents to 2 cents. In fact, I hope to demonstrate 
that a great mistake was made in hiking this rate 50 percent on July 
1 of last year. I will urge that the rate be reduced to 114 cents. 

I have attended all of the sessions of this committee since the hear- 
ings began on July 13. They have been better attended, better pub- 
licized, and better understood than any heretofore held on postal-rate 
legislation. It also seems certain that the hearings will prove as 
comprehensive as any held in past years 

Some important points have been est: ablished. Some important 
conclusions have been avoided. Qn occasion, there has been tangled 
logic by the Department. I feel certain the committee will report a 
good bill when all of the facts are in. 

I should say the most important results so far achieved have been: 

(1) The lucid and comprehensive explanation of the Department’s 
cost ascertainment system by Mr. Maurice H. Stans. I have heard no 
unkind word about this outstanding gentleman and his testimony— 
all has been fulsome praise. I hope Ge neral Summerfield can persuade 
Mr. Stans to make further sacrifices to the end that he will remain 
with the Department for a period longer than he now contemplates. 

(2) General Summerfield demonstrated how economies already 
achieved, added to those he will make in the next few years, will save 
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the taxpayers the sum of over $250 million annually in the operation 
of the Dost Office Department. 

(3) With the help of questions from other members of the commit- 
tee, Congressman Hagen itemized and dramatized the truly long 
list of purely public-service items contained in the Department’s ‘deficit. 
He missed some, but it is not wrong to say that the calculable total 
of these items is well in excess of $200 million on an annual basis. 

I do not believe the Department has yet clearly stated its case in 
behalf of an increase in the first-class rate. I think everyone so far 
has missed the staggering fact that every first-class letter weighing 
more than 1 ounce is forced to pay an unconscionably high rate. 
Maybe this is because there is no organized group to protest the pay- 
ment of 6 cents on a 114-ounce letter; 9 cents on a 214-ounce letter, 
and so on up the scale. 

I remember in past hearings Mr. Donaldson, with some elation, 
testifying that he liked those heavy first-class letters and packages. It 
was the payment of an inequitable rate on these items which permitted 
first. class to show in the black. 

Might I urge the committee, therefore, to pinpoint the facts on these 
heavy first-class letters, both local and nonlocal. Therein lies the 
answer to the question : “How can we vote an increase in the first-class 
category when the Department states this category already is paying 
its way?” I could develop this point at some length but I have a deep 
obligation to the third-class industry to develop for you the third-class 
case—and it is a very persuasive one. 

Before doing so, however, I should like to state for you some very 
logical conclusions which I have formed about the testimony here. 

Is it not a fair statement to make that if the new Postmaster Genera] 
can effect annual savings in the Department of $250 million, that at 
least $2,500 million of the deficit in the past 10 years could have been 
avoided by his predecessors by the application of the same know-how 
and management techniques Mr. Summerfield is now employing. 

The CuarrMan. I am sorry to interrupt you. No one has made 
that statement. 

Mr. Macrnnis. That was the testimony of Mr. Summerfield. In his 
own chart, he lopped off $152 million. 

The Cuatrman. Nobody has alleged that past administrations could 
have saved the money. 

Mr. Macrnnis. I am making a logical conclusion that if you can 
make it now, you could have made it in the past 20 years, 

Mr. Bonty. The total deficit has been brought about in the past 
10 years. 

Mr. Macrynis. That is $3,600 million in the last 10 years. There 
were profitable years during the war years. The profit could have 
been greater if this had been done before. 

Mr. Downy. The Post Office appropriation for the current year is 
$38.5 million more than the appropriation last year. I am trying to 
find out in my own mind when more money is heing spent, how that 
shows a saving of $250 million. 

Mr. Maarnnis. I can only look at Mr. Summerfield’s chart. 

Mr. Downy. I have seen the chart, and I am questioning it on that 
basis. 

Mr. Corserr. Because the income of the Department has been in- 
creasing year by year along with the budget. 
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Mr. Dowpy. I am talking about the amount spent last year and 
this year. 

Mr. Maernnis. We are talking about some conclusions reached at 
these hearings. Is it not also fair to state that for the same 10-year 
period there have been included in the deficit public-service items— 
including the now removed airmail subsidy—a total of almost $3 
billion ¢ 

And is it not also logical to conclude that the total of these two 
tems—the frightful waste and the public-service items—has totaled 
over $5 billion in the last 10 years, and should not, properly, be 
chargeable to the users of the mails but rather to all the taxpayers of 
the Nation! 

Mr. Bouron. Where did you get your figure of $3 billion? I thought 
the testimony indicated that the annual subsidy to the airmail was 
$80 million a year. 

Mr. Maarnnts. I have not had the opportunity to study the hear- 
ings, but Mr. Hagen for the past 3 or 4 days has itemized item by 
item the public service items. I have not had an opportunity to 
read the hearings, but the testimony so far on poneky and frank 
mail is $34 million, philanthropic second class, $50 million, philan- 
thropic third class, $12,600,000, free in county, $13,500,0% 0, I do not 
have the figures on the free mail for the blind, veterans mail, migra- 
tory bird stamps, civil-service functions, and all the others he listed. 
[ am sure when Mr. Hagen finally lists all of these that there will 
be well over $200 million and he failed, as I said, to get some items 
in, including the 2-cent postcard, which is a subsidized item. Testi- 
mony has been had here that it costs 2.8 cents to handle that card. 

That brings me to a point that I did not include when I prepared 
this statement yesterday. If what I say is true, that there are $200 
million of service items and $250 million waste, then there is no need 
for a postal rate bill, because Mr. Summerfield says we are going to 
operate at a loss of $315 million plus the $80 million which Mr. 
Donaldson underestimated. I do not believe there is any need for a 
rate bill if you conclude logically, as I have, that these items are in 
here. 

Going to another subject, cannot the committee pr operly assume 
from General Summerfield’s testimony recommending a 7-cent rate 
on airmail, rather than the 8 cents he originally considered and pre- 
sented to the House and Senate Appropriations Committees, that the 
Department does recognize the principle of diminishing returns? 
He was asked the question of raising the 2-cent stamp to 3 cents, and 
as I recall he gave 2 different answers about the depression causing 
it in one instance, and in another the war years came along. I do 
not believe the committee has had a reasonable answer on the diminish- 
ment of returns on airmail if it were placed at 8 cents. 

In this same connection, no figure was given regarding the diminish- 
ment of volume on postal and postcards when the rate went from 
| cent to 2 cents last year. I would suspect that the volume has 
dropped considerably. I believe the committee should have the exact 
figures. 

[ make a statement in the next paragraph which I stated badly. I 
stated no testimony has yet been given regarding the loss to the 
Department of $54 million when weight and size restrictions were 
placed on parcel post. It is another factor involved in the diminish- 
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ing return principle. I had occasion in the room here to discuss that 
paragraph with another gentleman. He assured me that there were 
conflicting viewpoints on whether or not weight and size restrictions 
had caused a loss of revenue to the Department. But I think it is 
the prerogative and the duty of this committee certainly to resolve 
the conflicting statements regarding that particular item. 

Another item I failed to put in is that Mr. Summerfield testified 
that Mr. Donaldson underestimated his revenue by $80 million. Why 
has he underestimated by $80 million? I suggest to you that it is 
because the rate on third class went too high and there were diminish- 
ing returns. I think the committee should look into that carefully, 

In behalf of my own group, I should appreciate the committee 
getting from the Department an answer to this question: Since you 
limit the increase on airmail letters to 17 percent because of the fear 
of diminishing returns, based on past experience, how then can you 
recommend a 100-percent increase on the minimum piece bulk rate 
beyond that in effect July 1, 1952, without some assurance that volume 
will remain constant ? 

It. was Mr. Stans himself who stated that sei ont, aay ing figures 
on third class from July 1, 1952, to the present will not be available 
until December of this year. I believe my information in this regard 
is better than the Department’s. Case after case has come to my 
attention of small mailers forced to reduce their mailings when the 
business rate was increased 50 percent last July. I shall include with 
my statement today some case histories in this regard, including the 
cases of two gift cheese shippers from Wisconsin who had to give up 
the ghost altogether. I hope members will study them carefully. I 

can supply many more if requested to do so. 
(The information is as follows:) 









Excerpts From Letrers WrItteEN ry Tutrp Ciass Mart Users REGARDING 
H. R. 6052 


It was my opinion that both of these operators, the Northland Cheese Co., 
owned by John Gilkey, of Merrill, Wis., and Derwin and Dick Harmeling, owners 
of the Dutch Cheese Co., of Oostburgh, Wis., decided to discontinue their busi 
nesses because high operating costs, sparked by the increase in postal rates, made 
it impossible to make any profit out of the business. However, before reporting 
to you I have called both parties on the phone to verify this statement, and both 
concurred in this statement. They do not agree that this was the sole factor, 
but that in each instance it was the last Straw that forced a decision. 

Mail-order cheese houses do well to get a ee response to their mailings 
or 2 out of 100 mailings. The increase made last year was one-half cent in the 
third-class rate, or 50 cents for each 100 mailings. This increase charged to 2 
orders makes an average increase of 25 cents per order. That on top of all the 
other increases was what did the trick. 

On top of that increase we now have a parcel-post increase of 18 cents for the 
average box of cheese and the present hearings are asking for another increase 
of one-half in the third-class rate which will make another 25 cents per box. 
This total of 68 cents, or over 17 percent increase, in a box of gift cheese will, 
along with all of the other increased costs, price the industry out of the market 
and more of those who do not have some other source of income will be going 
out of business, 

Both parties agreed that you could use their names end their situations in 
your presentation to the hearings, with the hopes that this would help the 
remainder of us in the business. 

Then, whatever you do, do not overlook the figures that I gave you on the 
savings that we made in our trucking operations last Christmas. Operating under 
very unfavorable conditions, because we had to rent a warehouse and hire help 
for this special purpose, we delivered our packages to customers in California at 
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a cost of 46 cents per pack that would have cost 71 cents by parcel post—a saving 
of 25 cents per pack, or 35 percent. And they had to have a 37-percent increase 
n rates to break even. I still believe that if they would put their operations 

n a business basis they could easily make as much savings as we did. 

Now they are asking for an increase of 3314 percent in third-class rates, and 
| think the same principle applies. 

The most serious part of this from the standpoint of our gift-cheese shippers 
is that they are asking for it to be effective on October 1, just before our mailing 
starts for Christmas, and our brochures and prices are in the hands of the 
printer and being printed so that this increase will all have to be carried by the 
packers and cannot be passed on to the buyers this season. This is too short a 
notice to make an increase on mail-order businesses. 

Sincerely yours, 
CLAYTON GEORGE, 


Harp & Kerr_e. 
MaApIsoN, WIs. 


CHAMPAIGN, ILL., July 138, 1958. 
Hon. WILLIAM L, SPRINGER, 


House Office Building, Washington, D. C. 

Dear BritL: I know how busy you are * * * particularly at this time of the 
year, so will try to keep this note short. 

We here at Collegiate are worried about this proposed bill to further increase 
the postage rates on third-class mail. We use a great deal of third-class mail 
and the 50-percent increase that we have already had has just about reached 
all the direct mail that advertising can stand so far as we are concerned. 

We feel as we know you do that the postage service should carry its own 
weight and not be subsidized, but we believe that the work we and other com- 
panies using third-class mail do in sorting it for the post office and the fact that 
they can handle this mail at times when the first-class mail is not being handled 
makes it look as though this portion of the service should stand on its own. 

I hope you've had a pleasant year and that I will have an opportunity to see 
you when you return. 

Cordially, 
Ivan W. DaAvis, 
CoLLeciaTe Carp & Gown Co. 


BATAVIA, N. Y., July 16, 19538. 
Congressman Haro.tp C, OsSTERTAG, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN; This is to briefly confirm our rather long telephone con 
versation this morning with particular reference to the efforts apparently now 
being made to sidetrack the Committee on Postal Affairs and railroad a bill 
through Congress increasing postal rates without due consideration. 

Representative Hagen really made a fine speech before the House on July 2, 
and if you have not had time, I would recommend that you at least glance this 
over for the purpose of informing yourself on the general aspects of postal 
service and increases. 

Chairman Rees is doing a good job and he should not be railroaded into a 
hurried decision which is not based upon facts and costs as determined by 
outside sources with respect to handling the various classes of mail. 

Last year the Carlson committee got an appropriation of $100,000 to make 
such a study, and this study should be completed so that everybody knows 
that if a postal increase is made, it is being made on substantial accounting 
facts and not being tainted by any political motives. 

In business and industry, it is a well-established fact that when you increase 
the price of anything, you reduce the market. This has been conclusively 
proved by the increase of postage on postal cards from 1 to 2 cents, which 
has reduced the number of postal cards used by an enormous amount, The 
trouble with a lot of these theoretical ratemakers is that they will just say we 
handled so many pieces last year, and if we double the price we'll have double 
the revenue. It just doesn’t work that way. 

As far as third-class mail is concerned, we are by far the largest customers 
of the Batavia post office, and spend close to $50,000 a year for third-class 
mailings. This is our method of selling. With us it is not primarily a method 
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of advertising, but actually selling the merchandise, getting the orders, and 
then filling them through the mail. 

On top of our third-class mail, we also spend from $10,000 to $15,000 a year on 
parcel post and first-class mail. 

For the first 6 months of 1952 we made a profit of better than $20,000 for 
that period, which was dwindled to $4,000 for the same period this year. This 
is not entirely due to a 50-percent increase in third-class postage, but is also 
due to the greaer difficulty in selling merchandise under present conditions of 
mild recession. 

As advised on the telephone, four of the employees of the Batavia post office 
work for us all of their spare time, including their day off doing the same thing 
here that they do in the post office—sorting, tying, and facing, and getting the 
third-class mail ready to deliver to the post office. These are services which 
are performed by additional help, and under additional expense by every third- 
class mailer, and justifies to a very considerable degree the lower cost of third- 
class mail as compared to first-class mail. If all the millions of pieces that we 
send out were simply dumped in the Batavia post office, they would have to triple 
the force down there just to sort them alone, and probably have to build an 
addition on in order to make the space to sort them. 

I certainly hope that you will do everything that you can to prevent a hasty 
decision on a postal-revenue increase without having made a careful study by 
a congressional committee something like the Carlson committee. Otherwise, 
you are going to put an awful lot of small-business men like ourselves, with 
25 to 100 employees, out of business, I fear. 

Sincerely yours, 
Kozak, 
E. C. WALKER. 


Henry PHILLIPS Co., 
Barryton, Mich., July 14, 1953. 
Re H. R, 6052 
Congressman EpwarkpD REES, 
Chairman of the House Post Office Committee, 
Washington, D. C. 


HonoraAs_e Sir: This should, in all fairness, be a public-hearing affair. Other- 
wise, it smacks of cheap politics. Am sure you do not want this. 

The Carlson resolution, 8. 49, should be completed before any new rates are 
made. 

The last 50-percent increase in third-class bulk mailing made my concern drop 
its mailings of catalogs and circular broadsides from 506,000 pieces, January and 
February 1952, to 195,000 for January and February 1953. If the new increase 
of one-third goes into effect, I will drop my mailings to a mere 10,000 institu- 
tional type of printing and rely strictly on salesmen to obtain my orders. Thus, 
not only a loss in third-class mailings but all the first-class replies, answers, parcel 
postage, etc., that will make, in my opinion, a more drastic loss and a larger 
deficit. 

On the last 50-percent increase in rates the political promise was that the 
budget would be balanced in the Post Office Department. Now Summerfield 
promises another lie. I do not hold with the promises to later reduce rates 
They never yet kept any promises. If you are in office as a politician, you know 
exactly what I mean. 

I do not consider you as an enemy. However, when anyone disrupts my busi 
ness to the point that I suffer, I mean to fight back. I hope you and I are on 
the same side. Just be reasonable, play fair; we are fighting for what we think 
is right. You are, too. 

I cannot do much but tell you that new rates will affect the national economy 
as it affects all people and concerns using postage. 

We can’t have Boston Tea Parties or Whisky Rebellions. We can remember 
and profit by past experiences. : 

In case you read this and not merely filed in the “crank” file, let your conscience 
be your guide. Act with moderation, take it easy, don’t steamroller such a vital 
issue, and please accept my kindest wishes. 

Sincerely yours, 
HENryY PHILLIPS. 
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CuHIcaGo, ILL, July 18, 1958. 
Hon. JoseEPH MARTIN, 
House Office Building, Washington, D. C.: 

Postmaster Summerfield indicates his suggested increase in third-class rate to 
2 cents would produce an additional $52 million income. We have been servicing 
irect-mail accounts for a number of years totaling as many as 100 million pieces 
1 year. Our accounts emphatically advise us that an increase in third class to 2 
cents would result in a drastic curtailment of their mailings as it would be 
mpossible to absorb the additional cost of $5 per thousand pieces. This condi- 
tion I am sure exists throughout the entire third-class mailing industry which 
would certainly indicate that the post office would suffer a great loss in volume 
und thereby a severe loss in income from third class rather than an increase in 
neome, If the 2 cents third-class rate goes into effect I will be forced te imme- 
diately reorganize my business to handle a substantially smaller volume of busi- 
ness thereby laying off many people. As proof of the above when third-class rate 
was increased to 1144 cents Guarantee Reserve Life Insurance Co. of Hammond, 
Ind., one of our accounts, dropped their mailings 1,413,559 pieces for the first 3 
months of 1953 compared with the same period in 1952 when the rate was 1 cent. 
At this rate our mailings for the year with this account will drop approximately 5 
million pieces for 1953. This means 5 million less outside envelopes, 5 million 
ess return envelopes, applications, coin envelopes, 11 by 17 inch 4-color circulars. 
\ffects employment in all these industries including the paper industry. Any 
further increase in third-class postage rates would be disastrous to our volume 
if mailing and would immediately affect our business as well as the business of 
the suppliers and necessitate laying off people all the way down the line. Another 
nerease in third class so soon on top of the last increase makes it seriously 
critical with regard to mailing plans for this fall. From the desk of this writer 
t seems prudent and urgent that no action be taken at this time with regard to 
third-class mail until the Post Office Department can study and analyze the effect 
of the post-office income from the recent increase of 50 percent. Certainly so 
mportant a decision so soon on top of the last 50-percent increase should not be 
put through your committee without due hearings and consideration and I hereby 
irge you to hold complete hearings giving everybody concerned a deserved oppor- 
tunity to appear before the committee. Any other action would be biased, un- 
\merican, and without consideration for the public and the national economy. 
lhe writer would be pleased to appear before your committee. 

WILLIAM H. YOUNGERMAN, 
President, Rapid Mailing & Advertising Service. 


JULY 14, 1953. 
Re hearing on H. R. 6052. 
Hon, Cart HINSHAW, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN: I am mightily disturbed and peeved about the possibility 
of a “speed-up” job on the postage increase bill H. R. 6052, as it comes at a time 
when business conditions are very uncertain and signs are for a considerable 
slump in the addressing and mailing business due to the inability of mail-order 
houses, publishers, and service establishments not being able to meet the rising 
costs of mailings, in any large volume, as before. 

I am asking that you insist on complete public hearings on this bill and my 
friend and agent, Harry J. Maginnes, of Washington, D. C., to appear and also 
such representative mailers as he can induce to testify. 

The last 50-percent increase in rate for bulk third-class mail has been very 
damaging to my clients’ business and therefore to me, reducing my net income 
for 1952 one-third of that of 1951. The Carlson resolution, S. 49, should be given 
achance. The work on rates under that resolution would naturally come to com- 
pletion before any further rates are increased. What do you think? 

Respectfully yours, 


Mr. Maernnis. If I do nothing more today than put across the 
point that third-class mail has an important place in the postal service 
and our American economy, I shall have done a lot. 
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In the past we have been faced with two changes: 

(1) Third class is junk or nuisance mail; and 

(2) Nobody reads it. 

Now, gentlemen, the 238,000 holders of bulk third-class mailing 
permits are not sending out almost 12 billion pieces of mail annually 
just for the fun of it. “Somebody is reading it. Millions respond to 
it by purchasing almost $2 billion worth of goods produced by Amer- 
ican labor. 

There is not a member of this committee who does not read third- 
class mail and respond to it. 

How did it get into the postal service? Why is it kept there? 

Mr. Stans, when he cut up the cow into steaks and briskets, began 
to explain the economics of third class. He informed the committee 
that third-class mail is entitled to a substantial discount below cost; 
that the Congress, and not an accountant, must establish that discount. 
Two things happen to warrant the lower rate: 

(1) The mailer must sort the mail into State and city bundles, he 
must face the letters on either side of the bundle, he must tie the 
bundles, he must use printed indicia or precancelled stamps so that 
the post office is relieved of the cancelling burden, he must place it in 
mailbags and deliver it right to the post office where no handling is 
required save to put the sacks on the next outgoing train. 

All experts admit that the most expensive item of cost in the post 
office is labor. It will be seen that the mailer of bulk mail performs 
seven of the most expensive manual operations involved in processing 
first-class mail. 

I should say there are 11 such manual motions in processing a letter. 
Third-class mailers must perform seven of them. 

Mr. Boiron. You will admit, however, that the cost ascertainment 
system of the post. office will take all that into account in figuring the 
cost of handling that third-class mail. 

Mr. Maainnis. I am not sure that they do. I think I get into that 
a little later, sir, and then we can discuss it. 

When third-class mail gets to its destination, the postmaster has no 
obligation to handle the mail until all the other categories are out of 
the way. He can put it in the corner and keep it there for 3 or 4 or 5 
di Lys. 

By making the mailer conform to these requirements, the Depart- 
ment has attracted into the postal service substantial revenues. The 
facilities are there, the clerks are there, the carriers are there, the 
buildings are there. Why not use them at idle or slow periods? It 
is the same economic problem faced by the owner of a movie house 
who charges low rates in the afternoon to attract customers and even 
lower rates in the baleony. The telephone and telegraph companies 
profitably utilize their existing facilities in the evening hours by charg- 
ing lower rates for their services 

In discussing the problem with Mr. Moss—who incidentally has a 
very good knowledge of third class—he mentioned that out in his 
district the gas companies enter into contracts to sell their product 
at a low rate during nonpeak periods. ‘The contracts provide that 
the low rate does not apply i in the event a cold spell suddenly hits. 

The fellow who first brought third class into the service many 
years ago knew what he was proposing. Conditions have not chang- 
ed. Under the low rate, the volume of third class has steadily in 
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creased. It is the selling medium of the small businessman. The 
whole country is his market. He cannot, like a large corporation, 
resort to television, radio, magazine, and newspaper advertising. He 
works on a marginal basis. The most important item of cost in his 
budget is postage. He cannot always absorb it or pass it along to 
his customers. 

He is in another tough position. If he goes tc a banker and says, 
“Took. I’ve got what I believe is a saleable item but I need $15,000 
for third class postage. It’s a gamble what the returns will be, but I’d 
like the bank to play along.” The banker’s eye is never steelier than 
it is in such a situation. If the borrower were to say, “The Ford 
Motor Co.”—you notice I do not mention General Motors at this 
point—*wants to give me an exclusive franchise in this area,” that 
would be another matter. He would probably get the money. 

Mr. Stans has been kind enough to listen to me on some of these 
points. I asked him once, “Why doesn’t the Department simply rec- 
ommend legislation eliminating third class mail from the postal serv- 
ice?” That is the 64-dollar question. The answer is obvious. Third 
class raises revenue for the Department it would not otherwise re- 
ceive. If you were to eliminate third class mail tomorrow, there 
would be no corresponding savings to offset the lost revenue. Far 
from it. 

It seems plain to this pleader that the Department already has 
made a mistake in not keeping the rate at 1 cent or 114 cents at the 
most. Every small business that goes under hurts our economy. 
The Department loses revenue, employees lose their jobs and third 
class suppliers lose business. 

I recognize that it is not an easy problem to handle. The mechan 
ics of third class are complicated and generally misunderstood. But 
it behooves this committee to view cautiously any recommendation 
that raises a postal rate 100 percent within the course of 15 months. 
I might say that the Senate, during action on the last rate bill, did 
adopt a 114-cent rate for bulk third class. There was strong sup- 
port for such a figure. Many of my members, I am sure, were dis- 
appointed with my efforts when the eventual blow of 50 percent 
landed. They told me such a drastic hike would hurt. It has. They 
are, of course, aroused—and properly so—over this new proposal 
so suddenly made. 

Our association worked very hard for the passage of the Carlson 
resolution, Senate Resolution 49. It has not yet been pointed out 
in these hearings but that very same resolution was made a part of 
the last rate act. A member of this committee made the motion to 
include it. It is not a case of the Senate only wanting the study made. 
The House just 2 years ago gave a similar mandate. Its mandate 
failed only because the Appropriations Committee failed to provide 
the funds necessary to carry on the committee’s work. 

And let me say this regarding the Carlson resolution, and it is not 
hearsay. I have known of 8 or 9 meetings already held by that group. 
The great Kansas Senator has said that when this Congress adjourns, 
he intends to hold full and complete hearings and to achieve, as far 
as is humanly possible, the high aims of Senate Resolution 49. It is 
not just another committee. When the Kansan tells our group that 
the study will be exhaustive and productive of much good, that is 
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enough for me. I will place the fate of third class in such a forum 
with absolutely no misgivings regarding the consideration given our 
category of mail. 

That is not to say that Associated Third Class Mail Users believes 
this fine committee will do less. We are only disturbed by the haste 
for action on so vital an issue by Mr. Summerfield. I do not believe 
haste will achieve the same results as calm and searching deliberation. 

In closing, I want to pay a tribute to our new Postmaster General. 
I am somewhat new to these rate battles—but I have read many hear- 
ings of the past and some of the books written about the Department 
of Government closest to our people. I believe that he is the best 
Postmaster General since Benjamin Franklin. I have seen some of 
his preliminary studies and recommendations to take the Department 
out of the antediluvian morass into which it long ago sank. They are 
dynamic. With the help of Congress and his able aids, he will—as he 
has said—modernize the service, provide better service to his countless 
patrons and, at the same time, achieve economies totaling $250 million 
annually. 

How can I help a, 9 ee opposition to certain of the recommenda- 
tions of this man? I do not believe we will have to for long. Sooner 
or later, the Postmaster General will be able to take the time to oe 
the somewhat complicated third-class rate issue. When he does, 
believe you will find him recommending a 114-cent minimum ie 
bulk rate to this committee. 

I thank you. 

The CuarrMan. Are there any questions on the right? If not, are 
there any questions on the left? Mr. Bolton. 

Mr. Bourton. Mr. Maginnis, as I understand your basic position, it 
is the fact that the third-class mail does not classwise particularly 
contribute to the overall job which the post office has to do, and that 
it should be able to give a lower rate than necessarily cost on a cost 
ascertainment basis, because of the fact it has low priority and there- 
fore it is filled in at other times when the post office is not busy. 

Mr. Maernnis. Mr. Stans himself said in explaining the cost ascer- 
tainment system that third-class mail had an intangible factor in- 
volved. That was the deferred service and the number of these mail- 
ing operations that the mailer performs. He said that he as an ac- 
countant cannot allocate cost to the third-class service. That is for 
the Congress to decide. That now is 42 percent. 

He recommends a 2-cent rate and that will be 28 percent under 
cost. But he said further in cutting up the cow, when you take the 
steak out of it, you have to add to ‘the salable piece a higher price. 
— was his argument for a 4-cent rate, as I understood it. That 

, you must sti ill add something on for the other categories of mail. 

W hen he examined the mail under the cost ascertainment system, he 
considered the third-class letter the same as the first-class letter. You 
will find it costs the same to handle the thing. But he does not know 
how much to deduct for this deferred-service item. 

Let us say you eliminate third-class mail. You would lose in rev 
enue about $197 million a year. That is Mr. Stans’ point, and it is the 
first time that anybody to my knowledge came before the committee 
and admitted that we get deferred service. Mr. Donaldson said it is 
junk mail, and he brought in some real bad pieces. He had some 
stinkers. But these are honorable businessmen. They are small-busi- 
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ness men. There is not a real big one among them when you think of 
General Motors. 

I do not want to delay the committee meeting, but I do want to say 
you are affecting a great industry of 238,000 permit holders. 

Mr. Cote. Is it not a fact that third-class mail brings in a lot of 
revenue through the responses in first-class mail ? 

Mr. Macrnnis. Last year we prepared a picture presentation. If 
you will turn to the third pag age you will see all the revenue developed 
by the response to third-class_ mail. The beauty of it is that if you 
get 100,000 responses to Box 77, all they have to do is deliver first-class 
mail to Box 77. You do not have to deliver it down the canyon or up 
the street. These are the real profitable first-class responses, believe 
We. 

Mr. Gross. I am glad the gentleman brought out the example of 
slaughtering the cows, and you might have added hogs in the business. 
The housewife, when she goes to the m: arket place has the option, if 
she has the money, of buying steak or pig’s knuckles, or hamburger. 

Mr. Mactnnis. That is true. 

Mr. Gross. But there is no such election in the postal service. In 
other words, you either pay the proposed 4-cent letter rate, or you 
won’t have the privacy of a first-class letter. 

Mr. Macrinnis. You may be wrong to this extent. I believe you are 
with me, but I would like to point this out. 

Mr. Gross. I want to compliment you on your statement. 

Mr. Macrnnis. I am the head of an association which sends out bul- 
letins to my membership. There was an item in the New Yorker 
magazine at one time entitled, “Incidental Intelligence.” It said 

“Associated Third Class Mail Users send their bulletins out first 
class.” There was a laugh here and there. Why do I send them 
first class? Because I want them to get there. I do not want to feel 
that the member will get the letter 3 or 6 days or 2 weeks from now. 
So I use first-class mail in sending my bulletins out. 

To that extent I have a choice in the service. But I am willing to 
pay for the preferred service first class gives me. 

Mr. Gross. I say again that there is no comparison to this argument 
between the butchering of a cow or hog or the sale of meat the refrom. 
The first-class letter was designed to serve equally the rich and the 
poor. You either pay the first-class rate, or you don’t send a letter. 

Mr. Macrynts. That is true. 

Mr. Gross. For the record, since we had the first-class rate discus- 
sion a moment ago—and frankly I am confused by some aspects—I 
would like to go back to the hearing of Wednesday, July 15, and 
quote very briefly from that hearing, Mr. Chairman.’ At that time I 
propounded a question to Mr. Stans on the revenue to be derived 
from first class, pointing out the discrepancy between the Post Office 
Department’s testimony to the Appropriations Subcommittee in May 
of this year that it would yield $180 million, and the testimony of the 
Postmaster General before this committee that it would yield $150 
million. Mr. Stans said this: 


Is that clear, sir? 
In reply to my question : 


If we make the 4-cent rate apply to all nonlocal mail, we would get $180 mil- 
lion, but the bill now proposes 4 cents on the first ounce and 3 on each succeed- 
ing ounce, and that brings in $150 million. 
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Mr. Withrow said: 

Am I correct in assuming that nonlocal mail is showing a net profit of $63 
million? 

Mr. STANS. Yes, sir. 

Mr. WirHRow. And that local mail is showing a net protfi of $42 million; is 
that correct? 

Mr. Stans. That is correct. 

Mr. WitHRow. That is now, under the present rates? 

Mr. Stans. For the last fiscal year. 

Mr. WiTHROW. Under the present rates. 

Mr. Stans. That is right. 

Mr. WiTHROW. That is all. 

Will somebody settle this argument about income from first-class 
mail ? 

Mr. Moss. If you will recall Saturday I directed in writing to the 
Post Office Department three questions. The first was to give me 5 or 6 
of the largest users of second-class mail in the magazine group, show- 
ing the amount of deficit incurred in the handling of their mail. The 
same questions was asked on newspapers. The third question was in 
order to clear up this contention that there is a loss in first-class mail, 
a breakdown which would show whether or not that was true. 

I have just received that information. This is after all the dis- 
cussion we have had for the past week where the contention has been 
made that first class loses money. The figures show that there is a 
profit of $105 million on first class broken down in this manner. 

Mr. Gross. That is what these figures show. Adding $63 million 
and $42 million, you get $105 million. 

Mr. Moss. $63.2 million on nonlocal and $42.4 million on the local. 
In answer to the point raised by Mr. Gubser, the cost on the nonlocal 
averages 3.18 cents. The revenue 3.60. On the local the cost is 2.61, 
and the revenue 3.18. 

Mr. Gusser. Mr. Moss, will you agree with me that the reason that 
the revenue is 3.60 is because of the charge on the second ounce or 
fraction thereof? 

Mr. Moss. I pointed out that this answer was given after all of our 
discussion. 

Mr. Gusser. Will you admit that a 1-ounce letter costs 3.18, so obvi- 
ously that one category by itself has to show a loss if you only charge 
3 cents for it? The revenue per piece is up to 3.60 because of the 
second ounce or fraction thereof. We are not raising that in this 
bill. 

Mr. Moss. You are adding up chickens and dogs to get a cow, and 
you cannot get it. ‘The average revenue per piece is 3.60. 

Mr. Corserr. If the gentleman will yield, whoever gave you that 
answer is giving you an incorrect and not complete answer, because 
the very point that the gentleman is trying to make is that nonlocal 
of 1 ounce or less in weight loses money. Nonlocal of more than 1 
ounce in weight is the best revenue producer perhaps in the Post 
Office. . 

Mr. Gross. Mr. Chairman, I still have the floor. 

The Cuarrmman. Mr. Gross is inquiring from the witness. 

Mr. Gross. This testimony by Mr. Stans shows that there is a net 
profit of $63 million in the nonlocal rate, and a net profit of $42 
million in the local rate. There is no addition or subtraction from 
that in this testimony. Who are we going to believe in this thing? 
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The Cuarrman. If the Chair may interrupt, we will bring Mr. 
Stans up here and get his further statement if you would like to do 
that. 

Mr. Wrrurow. I think he made a pretty definite statement. We 
do not want to delay these hearings. 

The Carman. Now, are there any other questions from the wit- 
ness ¢ 

Mr. Moss. I have a question, Mr. Chairman. 

It is the contention of your group that third-class mail is a class 
of mail which utilizes the excess facilities or capacity of the Post Office 
Department because of its nonpreferential treatment. 

Mr. Maainnis. That is true. 

Mr. Moss. If it were not there, the revenue would be the only thing 
missing ¢ 

Mr. Macinnis. That is right. There would be some reduction in 
expenses, but not anywhere comparable to the revenue you get. 

Mr. Moss. Let us break that down. You are handling in ‘this testi- 
mony the mail up to the point of delivery ? 

Mr. Maarnnis. That is right. 

Mr. Moss. After that once goes into the channels of delivery and 
is then cased and given to the carrier, it does bear a direct portion 
of the costs. 

Mr. Maernnis. That is true, sir. 

Mr. Moss. So you would have to break it down rather carefully to 
determine the amount of extra cost incurred in the handling. 

Mr. Maarnnis. I say to you that this committee has to dec ide what 
the discount from cost should be based on the deferred service factor. 
That is a difficult decision to make. I will say to you also that before 
you can make a decision, you have to find out how much philanthropic 
mail is in the 11 billion pieces, because that is going at 1 cent and 
you should not charge that one particular subsidy to the business 
users of third-class mail. All people should pay for the support of 
charitable work. 

Mr. Moss. You mentioned the possible loss of revenue as a result 
of increasing the post-card rate. Was a substantial portion of the 
mail formerly handled on post cards put into the third-class category 
when we increased the cost of the post card ¢ 

Mr. Maarnnis. If anybody had called upon me at the time they 
were raising the post card from 1 to 2 cents, I would have told them 
that the big users of post cards would immediately transfer over to 
third-class mail at 114 cents. They did it, and of course it will show 
you that the volume of third-class mail is increased. It is not in- 
creased from my members. I think they have caused the volume to 
reduce. It is the post cards being transferred over to third-class mail 
that has caused the possible increase in volume if there is any. 

Mr. Dowpy. While we are cutting up the cow here, the statement 
was made that we should base the postal rates on the value of the 
material that is transferred by the mail. I wondered if little country 
newspapers that get free-in-county service would appreciate the value 
placed upon them by the Post Office Department that they were not 
worth paying anything at all to carry them. If they are going to 
put it purely on the question of the value of the material that is being 
transferred through the mail, the Post Office Department did not ask 
that they be charged anything. 
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Mr. Macrwnis. You are putting to me a question about a policy 
of the Congress that has been in effect a hundred years. That is, 
free-in-county delivery. 

Mr. Dowpy. I am not questioning the policy atall. In other words, 
when we go to comparing the Post Office Department or the mail to 
cutting up the cow that is the only thing I had reference to. 

Mr. Maarnnis. I do not know whether you would call that the 
brisket or the hoof. 

Mr. Coreerr. Mr. Chairman, I would like to return to the matter of 
users of this third-class mail, particularly on the philanthropic. We 
had all this example of junk mail in previous years. Is it not right 
that Boys Town and Disabled Veterans and Crippled Children’s 
Fund, and all of those have adopted this third-class method as a means 
of raising their funds to carry on? 

Mr. Mactinnis. One of the most dramatic tales in the whole history 
of charity is involved in the creation of Boys Town by the use of 
third-class mail. Father Flanagan, as you know, had a couple of 
shacks out in the field, and he was told how, by direct-mail solicitation, 
he could build up the great facilities he now has. He still supports 
those facilities from the revenues received via contributions from 
third-class mail. 

The Idento-tag program—I am sure everybody receives one. I went 
through their plant in Chicago. I saw the blind men and men without 
arms and legs working more efficiently with modern devices than I 
did in the Chicago post office, which I visited on the same day, which 
proves to me that Mr. Summerfield is absolutely correct that by the 
application of modern tec hniques he will take this § $250 million of fat 
out of the budget which should not be chargeable to any category of 
mail. 

Mr. Lestnski. Mr. Maginnis, for your information I would like to 
give you a little brief of what I have seen back in Detroit and the 
vicinity there. You talk about third-class mail being put aside, 
to be dispensed with when time is available. I want to make a little 
contribution in your mind. Due to the lack of facilities and space, 
third-class mail and first-class mail are handled practically identically. 
They have to be. Otherwise they would be walking on top of third- 
class mail, and they could not very well do that. 

That is all, Mr. Chairman. 

The Cuairman. Mr. Hagen. 

Mr. Hacen. To follow through on your testimony along that line, 
I did visit some smaller post offices in my district and often the 
postmaster would tell me that they often lay aside third-class mail. In 
fact, one showed me quite a pile of it in the corner of his post office 
and said, “We will handle that when we have the time to handle it. It 
may be 2 days or it may be a week. We are looking into just what it 
is, so if it is a loss to the mailer by delaying it a few days, we will try to 
handle it sooner. If there is no loss to the mailer, they let it rest 
until they have more time.” 

Mr. Maernnis. I might add that the users of third-class mail co- 
operate closely with the postmasters themselves. They will say, “We 
will have 250,000 letters going out at a certain time. What would be 
the best time to bring them over.” For instance, at Christmastime I 
would not think of sending out third-class mail. 
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Mr. Hagen. I might say Mr. Lesinski’s testimony in my opinion 
is correct also, because in the large offices they are swamped with heav y 
amounts of mail. I want to bring that out, too, the fact that—— 

Mr. Lesrnsxt. That is true of the Detroit area. They do not have 
the facilities or the floor space to stack up the mail against the wall or 
on the side. It is put beneath the cages. 

Mr. Hagen. Is it not true in many other places ! 

Mr. Lestnsxt. I am not saying that is true generally throughout 
the country. Do not misunderstand me. 

Mr. Hagan. In the case of deferred service in third-class mail, and 
we know it is deferred in many cases, the mailer himself may hold 

back for several days in cooperation with the Department, as you 
have indicated. 

Mr. Maarnnis. That is true, sir. 

Mr. Hacen. Would it not be a saving to the Department by using 
what we call express freight or overnight cannonball freight. The 
railroads are doing a great job in carrying fast freight overnight be- 

tween large terminal points. If they could use these fast overnight 
freights to carry the third-class mail, rather than waiting and holding 
possibly for a passenger train, would you not have a big saving to the 
Department, and also speed up the service to you ? 

Mr. Maarnnis. I think you are absolutely correct. I think you will 
read in one of the letters attached to my statement about the gift 
cheese shippers in Wisconsin. They all pool their shipments to the 
west coast and rent a truck. They saved about $2,000 last year, which 
proves that the Department can do the same thing and make similar 
savings 

Mr. Hacen. One further point. Is it not true that very little third- 
lass mail is initiated and comes out of fourth-class post offices? Some 
goes in for distribution, but very little comes out ? 

Mr. Maernnis. That gets back to the testimony before you that a 
fourth-class post office becomes third class when you reach a certain 
ncome. I have here a circular from the Tennessee Nursery in Cleve- 
land, Tenn. I looked up the revenues of that particular post office, 
and they are $235,000—I believe it is a first-class office, Mr. Murray— 
not solely because of this publication, but this has been going since 
1899. Ofttimes you will find a mailer to go into a fourth- class office, 
and spend a million dollars on postage. All of a sudden it is a first- 
class post office. A lot of the postmasters love us. 

Mr. Hagen. Is it not true that no third-class mail is deposited in 
the so-called substations around Washington and throughout the big 
cities of the country? Are they not most always brought to the main 
office ? 

Mr. Maginnis. You cannot drop it in the corner mailbox or local 
substation. You have to deliver it right down to the tracks or to the 
big post office downtown. 

Mr. Hagen. In the case of a letter carrier who sorts his mail at a 
post office, he will invariably handle the third-class mail near the close 
of his day’s work and get it ready perhaps for the next day. He does 
not sort it out in the morning with the first-class mail, is that right ? 

Mr. Maernnis. I must say ‘T do not know, Mr. Hagen. 

Mr. Hacen. We will ask the Department for that information. I 
think it is worth while. It is my understanding that they will often 
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lay aside the third-class mail and handle it when they have more 
time. If they have a rush of first-class mail that particular day, they 
will get it out to the customer, and then when they have more time 
they will handle third class, That is a deferred service which is not 
accounted for in the cost ascertainment system. 

Mr. M. \GINNIS. That is right. 

Mr. Hagen. In closing, w vould you care to identify by name, com- 
pany, and town the sample mailing pieces you have there. 

Mr. Maarnnis. The reason I brought these in, Mr. Hagen—I frankly 
have not looked at them, they came in the mail this morning—I wanted 
to demonstrate to the committee just how they are tied up for the 
place where they are going. This happens to be for Washington. 
The fellow mailed it from New York. He threw it in the Washington 
sack. The mailer in New York has to sort it out and place the stamps, 
and so forth. That is true of all of them. I brought the catalog along 
of less than 24 pages, because we have a lot of seed people who sell 
roots and bulbs. I did not get into a discussion of why the Depart- 
ment reduced the pound rate, which they have done in this bill, or 
why they have eliminated the $2.4 million they receive from the bulk 
permit fee—— 

Mr. Corvetr. If the gentleman will yield there, at that point, as to 
the number of people who hold these permits, what would you say the 
loss would be ? 

Mr. Maginnis. They pay $10 apiece. There are 238,000, so by 
eliminating the permit fee you lose $2,380,000. My group would be 
willing to up that fee to $25, because it provides a service for them 
which is very valuable. 

Mr. Corserr. You said you would be willing to pay a larger fee, 
and that larger fee would return two and a half times more revenue. 

Mr. Macinnis. You would make four or five million dollars by 
increasing it. 

Mr. Hacen. By eliminating that fee, would you not have a lot of 
applications of individuals and people who would just make the ap- 
plication and possibly not use the service at all, or if so, just to a limited 
degree, and the Post Office would be swamped by applications? There 
would be a lot of paperwork which would increase their costs. 

Mr. Mactnnis. It is true of the complexity of third-class mail. I 
did not know something until last week, and I have been with it for 
21% years. I always thought you needed a permit to send out bulk 
mail. You donot. All you need are precanceled stamps or a meter. 
The fellow who is sending 10,000 letters, which is small, can ae stamps 
on or run it through a meter. But now he will be able to get a permit 
without paying the fee. 

Mr. Jarman. Mr. Maginnis’ testimony has been largely as to third 
class. You made reference to some of the other classes and charges 
being made in the postal service. Based on your knowledge of the 
service, and your study of the system, can you recommend to the 
committee any increases in charges that can equitably be made? 

Mr. Maarnnis. I had hoped that the committee, through Mr. Stans, 
would explain so that when I testified here I would know how the 
Department felt about the pound rate. They upped the farmer’s 
pound rate on bulbs and roots from 10 cents a pound to 12 cents, and 
they reduced the other categories from 14 to 12 cents to make it even. 
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As an actual matter of fact, they will reduce revenue by reducing the 
pound rate. There is no doubt about it in my mind. 

I might say there is an interesting figure in the testimony of Mr. 
Summerfield. He testified to this. The total weight of first-class 
mail is 701 million pounds, 25 billion pieces. The total weight of 
11 billion pieces of third-class mail is exactly the same weight, 701 
billions pounds. There is one factor that is even for all categories 
of mail. You cannot eliminate it, eat it, or throw it out the window, 
and that is transportation. So what do you do to cut down the weight 
from third-class mail from 701 million pounds to 600 million? You 
increase the pound rate. He has reduced it. I would like to ask him 
why he has done it. 

Mr. Reams. Would the gentleman yield there? The Post Office 
pays by the cubic content in these cars, and not by the poundage on the 
railroads. 

Mr. Maainnis. When you have pounds you do have cubic feet also. 

Mr. Reams. It isnotthesame. You would not say lead and feathers 
were comparable in the amount of weight. The Post Office contracts 
with the railroads on the cubie content. The poundage may also be 
a factor but the main factor is the cubic content. You would not say 
that 11 million pieces of third class would have the same cubic content 
as 11 million pieces of first class ? 

Mr. Maernnis. I did not allege that sir, but I do say the weight is 
exactly the same, and they are reducing the pound rate. 

Mr. Hagen. Will the gentleman yield? First, second and third 
class mail is almost all paper. 

Mr. Reams. Not necessarily. There are pocketbooks and name- 
plates and a great many things that are set out, articles of merchan- 
dise that come in third-class mail. 

Mr. Hagen. If it is of any size or weight, it is fourth class. If 
they have merchandise in first, second, and third, it is of a very small 
nature. Most of it is paper. So by and large, first, second and third 
class mail has a relative size of weight compared to cubic space and 
would be about the same all the way through. 

Mr. Corserr. Would the gentleman yield for a moment? I think 
it is very significant here that we have had 2 proposals from this wit- 
ness to increase revenue in his class, 1 on the pound rate and 1 on the 
cost of permits. I think when we are getting constructive ideas of 
that sort to develop revenue, we ought to note them. 

The Cuarrman. Anything whereby we can increase the revenue 
ought to be noted. Thank you, sir. 

Mr. Maarnnis. Thank you, sir. 

The CHatrman. The representative of the National Association 
of College Stores. 


STATEMENT OF RUSSELL REYNOLDS, MANAGER, NATIONAL ASSO- 
CIATION OF COLLEGE STORES, OBERLIN, OHIO 


Mr. Reynoups. My name is Russell Reynolds, manager of the Na- 
tional Association of College Stores, with headquarters at Oberlin, 
Ohio. We have some 700 members who all operate college stores 
around the various institutions in the country. 

They are owned privately. Many of them are owned by the 
schools themselves. It may be of interest to you that I am just 
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returning or coming back here for this day from a workshop for the 
training of managers of college stores. There happened to be 2 or 3 
of them from Kansas there, Mr. Rees. There was a girl from Man- 
kato, Minn., and all over the country. We felt their training was 
slightly less important than the book post rate. 

I would like to first remind the committee that it has not been 
within a couple of weeks that you have reiterated your policy on 
the book post rate when you included educational films in the book 
post rate. 

I would further like to point out to you what I would like to do 
with a little simple arithmetic for you since our whole pain is 
based on the fact that we want a reasonable parity with the reading 
matter portion of magazines and newspapers. Every time you try to 
do this thing percentagewise our parity with magazines, the reading- 
matter portion, and newspapers, is reduced. 

I do not want to take the exact figures, because they are hard to 
get hold of. I want to assume here for our purposes that the maga- 
zines are paying about 20 percent of the total cost of their carriage 
and books are paying approximately 50 percent. That is reason: bly 
close to it. The theory of this committee was that this was going to 
be an across the board raise on every class of mail. We will assume 
that you said you were going to raise the 50 percent rate a third. 
That would mean’ you will add 17 percent to it, on the book rate. 
On the magazines, a third of 20 cents is only 7 cents. So we end up 
with books paying 67 percent of their cost of carriage, while maga- 
zines only are paying 27 percent of their cost of carriage, and we 
have increased the difference by 10 percent. 

With all the work that we have done, and the interest we have in 
keeping the cost of book carriage as low as possible, we do not like to 
see our parity reduced further. 

I would like to close by telling you how this affects college stores 
in dollars and cents. Textbooks are very heavy. College stores have 
long subsidized their sale to college students because we only make a 
20-percent margin on them. The cost of operation of college stores 
runs someplace between 22 and 26 percent, our surveys show. Soevery 
time we sell a new book, we theoretically lose 2 or 3 percent on the 
sale of that book. 

To carry it a little bit farther, very roughly books cost us about a 
cent a pound to deliver. So if the book post is raised a pound, it is 
going to add another percent to our cost on new books. 

There is only one further thing I would like to say and that is that 
affects our stores beyond the Mississippi River much more than it does 
stores on this side, because the stores on this side of the Mississippi 
River, because of speed factors and other factors, are able to use other 
methods of freight. 

On the west coast I would like to close by quoting our director, 
Lil Goss, who is at the university store at Seattle, Wash., who has 
repeatedly told me that he did not really know what the stores on the 
west coast would do without book post, particularly because of the 
speed factor in that they have no other way to receive books than by 
book post out there. 

There is all I have to say, sir. 

The Cuamman. Thank you, Mr. Reynolds. Are there any ques- 


tions? 
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Mr. Bouron. I would like to compliment the gentleman from Ohio 
on his statement, and say we are glad that he is here. 

The Cuatrrman. Mr. McKiernan, who represents the National Coun- 
cil of Business Mail. 

Mr. O’Neat. I am the Washington representative of the council. I 
want to make an apology for Mr. McKiernan’s failure to appear. He 
found after the scheduling he was not able to get here on this day, 
and asked me to say a word to the committee and extend his regrets. 

He asked me also to direct attention of the committee to the fact 
that we have not been able to sufficiently poll our membership of 300 
large- and small-mail users to an extent necessary where we can deter- 
mine our exact position on this bill. We have had some responses from 
first-class mail users who are members of our organization who object 
to an Increase in first-class mail when they feel it is paying its way. 
I think the committee has established here that the rates that are 
proposed to be increased are on first-class mail that does not pay its 
way. 

We have had some inquiries and some protests on the basis of 
hardship from some of our members. As I say, it is an incomplete 
poll on that subject. 

The CHarrmMan. We thank you for your statement. If you wish to 
include a statement in the record, you may. 

Mr. O’Neat. I do not know that he will. It depends on the time. 
The executive committee of the council also asked me to direct the 
attention of the committee to pending legislation which would in our 
opinion add considerably to the revenues of the Department and reduce 
the deficit of the Department. That is a reference to the weight and 
size limitations on parcel post. Cost ascertainment experts of the 
Post Office Department in the recent hearing before the Interstate 
Commerce Commission testified before that Commission that the 
weight and size limitations have added $52,400,000 a year to the deficit 
of fourth-class mail. He also wanted to get that before the committee, 
and remind them that there is a bill pending to correct that, and also 
would, in our belief, improve it. 

The CHarrman. Mr. Dan Lacy, representing the American Book 
Publishers Council. 


STATEMENT OF DAN LACY, MANAGING DIRECTOR, AMERICAN BOOK 
PUBLISHERS COUNCIL, NEW YORK, N. Y. 


Mr. Lacy. My name is Dan Lacy. I am managing director of the 
American Book Publishers Council, Inc., of 2 West 46th Street, New 
York 36, N. Y. The council includes in its membership virtually all 
of the leading general book-publishing firms. Its members publish 
some 90 percent of all the general works of both fiction and nonfiction ” 
published in the United States by such firms as Macmillan, Scribner’s, 
Harper, Doubleday, Knopf, Dodd, Mead, Harcourt Brace, and Viking 
Press. 

Our member firms are, of course, vitally interested in the postage 
rates on books, not primarily as a business expense of their own be- 
cause they do not as a general rule pay the postage, but because of the 
important relationship the postage rates bear to the dissemination of 
educational, informational, cultural, and recreational reading matter 
at a minimum cost to the general public. The customer almost al- 
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ways pays the postage on all classes of books and this means the 
schools, the ¢ ‘olleges, the libraries, booksellers, and even the subscribers 
to book Cc lubs. 

[ shall endeavor to be very brief and touch upon only a few essential 
points regarding the postage rate on books. Although member firms in 
the council make considerable use of first- and third-class mail, we are 
not opposing the proposed increases in these rates. You have a 
crowded hearing docket and it is very late in the congressional session. 
[ am of course at the disposal of the committee for questioning at any 
wee regarding details. 

The present bill would increase the book rate by 25 percent— 
sate 5 to 10 cents on the first pound and from 4 to 5 cents on suc- 
cneeans pounds. The special rate on library loans would not 
be affected. The net increase in revenue is estimated at $3,500,000 
annually, or about 1 percent of the post- -office deficit of $315 million 
antic ips ited by the Postmaster General in the current fiscal year. 

Though the Postmaster General has made it clear that he intends 
the proposed 2 5-percent increase as an alternative to the Post Office 
Department’s earlier request that section 4 of the 1951 Postal Rate 
Act be repealed in order to remove the book rate from congressional 
control, the language of the present bill is ambiguous. If enacted in 
its present form section 8 (a) (4), by repealing section 204 (d) of the 
1948 act, might be construed as rescinding the congressional control 
over this rate. This congressional control was asserted in 1951 by both 
Houses of Congress, on the basis of the unanimous recommendations 
vt the Post Office and Civil Service Committees of both Houses. 

3. The position of the American Book Publishers Council with re- 
spect to postal rates is quite clear. We believe that there ought to be a 
single, uniform, nationwide rate for the carriage of reading matter 
through the mails. We believe that it ought to . be at whatever level 
the Congres thinks wise in the light of the need for postal revenue on 
the one hand and the national interest in the wide dissemination of 
informational and cultural materials on the other. 

1. There is now a grave inequity between the second-class rate and 
the book rate, though both rates are based on identical considerations 
of public interest and though both cover published materials which 
are frequently directly competitive. The book rate is now more than 
twice as high as the second-class reading matter. It _ been raised 
over 300 percent over the last 11 years, while the second-class rate has 
been raised 20 percent. Far from elimin: ating these inequities, the 
present bill would increase them, It seeks to “eliminate only 9 per- 
cent of the present deficit attributable to second-class mail; it seeks 
to eliminate 25 percent of the very much smaller deficit attributable 
to the book rate. While content to collect 30 percent or less of the 
cost (by its figures) of carrying second-class mail, it would seek to 
raise the percentage of collection on books to 63 percent. While recog- 
nizing that considerations of the public interest require that certain 
re: ading matter rates remain unchanged, it changes others identically 
justified. It keeps the rate unc ‘hanged for periodic als published by 
nonprofit religious, educational, and simils ar organizations; it increases 
by 25 percent the rate on books of identical character published by 
the same organizations. It leaves unchanged the rate paid by libraries 
on books they lend or borrow; it increases by 5 percent the charge on 


books they buy. 
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The perpetuation and indeed the increase of these inequities is 
uot requested by the Post Office Department as a temporary measure 
iddressed solely to the present deficit and intended to be rectified as 
soon as studies could be completed and a firm and consistent national 
policy with respect to the Post Office Department's role in encouraging 
the dissemination of reading matter could be adopted. The Post- 
master General, you will recall, assured the Appropriations Commit- 
tees of both Houses at this session that “any requests for increases in 
rates will be for a temporary period of at most 2 years. Within that 
time,” he stated to those committees, “we should have a better basis 
on which to evaluate the sufficiency and propriety of these temporary 
rates.” We are profoundly concerned, as all citizens must be, with the 
postal de ficit. Had the Post Office adhered to this position, we would 
have been very sympathetic to such a proposal for temporary increases 
that did not increase the present inequities, and we so assured the 
Post Office Departme nt. But now these rates are requested in a bill 
which would be a permanent addition to the postal-rate structure. 

Moreover, these rates change—no longer suggested as temporary— 

and moving away from rather than toward a uniform reading-matter 
rate, have been drawn as a step, as we understand the position of the 
Post Office Department, toward doing away with any special reading- 
matter rate at all and having all classes of mail pay whatever the cost 
ascertainment figures of the Post Office Department dictate. If this 
should be the deliberate intention of Congress, it should be clearly 
stated as congressional policy. But the beginning of a reversal of 
a congressional policy uniformly adhered to over many decades by 
both parties should not take place as a part of a rate bill justified by 
a temporary financial exigency, and considered in unavoidable haste 
in the closing days of a session. 
7. We specifically recommend, therefore, that the committee delete 
section 5 of the present bill, and that it make provision for a specific 
congressional study (as a part of the study now being carried on 
under S. Res. 49 or otherwise) of public policy with respect to the 
carriage of reading matter through the mails, with a view to em- 
bodying in the permanent postal rates the policies adopted by Con- 
gress on the basis of such a study. We also urge the deletion of sec- 
tion 8 (a) (4) of the bill in order that the congressional control over 
the book rate may remain clear and unambiguous. 

As for H. R. 5860, which would establish a rate- making procedure 
in the Post Office Department, we believe that this bill does not estab- 
lish sufficiently detailed standards to guide the Department with re- 
spec to various types of mail, or retain for the Congress adequate con- 
trol over those aspects of rates which relate to national policy as 
opposed to those aspects that are based only on cost ascertainment. 

That completes my statement, sir. 

The Cuairman. Thank you, sir. Are there any questions ¢ 

Mr. Corserr. How much would your suggestion reduce the pro- 
posed increase / 

Mr. Lacy. About $314 million, according to the Post Office De- 
partment’s estimates. 

The Cuamman. Thank you, sir. 

Mr. Reams. Mr. Chairman, may I make just one comment? It 
seems to me that section 3 here which refers to a uniform rate for 





254 POSTAL-RATE REVISION 


material such as reading material is one of the most effective sugges- 
tions that has been made. If a book, such as any book that is being 
published under magazine form, is sent out, exactly the same material 
will cost, I believe you said, almost 50 percent more to go out. 

Mr. Lacy. More than twice as much, sir. It would depend on the 
exact weight. At the present rates it would be 1.8 cents on second 
class, and it would be 8 cents for the first pound and 4 cents for each 
succeeding pound on fourth-class mail. 

Mr. Reams. That is not the intention, I believe, of the Congress, 
that is, to penalize the book companies which send out the permanent 
reading material, as compared with that material that is discarded 
and does not affect as many people for so long a time. 

Thank you very much. 

The Cuarrman. Thank you, sir. 

Is Mr. Frank Taussig present, representing the American Textbook 
Publishers Institute ¢ 


STATEMENT OF FRANK B. TAUSSIG, REPRESENTING THE 
AMERICAN TEXTBOOK PUBLISHERS INSTITUTE 


Mr. Taussie. Yes, sir. My name is Frank B. Taussig. I am exec- 
utive vice president of the Grolier Society, Inc., New York City. I 
am representing the American Textbook Publishers Institute, a non- 
profit association of publishers of school and college text and reference 
books who do approximately 90 percent of the text and reference book 
business in this country. We are particularly interested in the an- 
ticipated consequences of the 25-percent increase in the book rate 
provided in section 5 of H. R. 6052 as it pertains to the general cause 
of education in the United States. 

We have asked for an opportunity to appear before you not solely 
in our own interests but in the broader general interest of the schools 
and colleges of the country. It is of course true that the proposed in- 
creases, if carried into effect, would increase textbook publishers’ costs 
in the various categories of mail service, but the effect of the proposed 
increase under section 5 would be felt much more keenly by the schools 
and colleges than by the publishers. As you may already know, text- 
book publishers receive orders for elementary and high-school books 
from individual schools and school departments of States, cities, and 
towns. In a few instances, orders come from local dealers in school 
supplies. College book orders come from college bookstores which 
sell to the students. In some cases the college or university maintains 
its own bookstore and purchases books direct from the publisher for 
resale or rental to students. It is standard practice among textbook 
publishers to charge the customer the cost of transportation. While 
all book shipments are not carried by postal service, a considerable 
portion are, since shipments by freight are much slower and express 
does not serve all communities, particul: rly those having individual 
rural schools and consolidated schools. 

It then becomes readily apparent that the propensd increase in 
postage rate of books will add considerably to the cost of the books 
which school authorities require for their day-by-day instruction. 
The ultimate purchasers in the vast majority of these cases are the 

taxpayers in those cities and areas where free textbooks are pro- 
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vided from funds raised by local taxation. Where free textbooks are 
not provided the ultimate purchaser is the child or his parents. 

The chief cost to textbook publishers under the proposed book-rate 
increase would be the additional postal cost of distributing examina- 
tion copies of text books which must be provided to school and college 
uthorities to enable them to make a wise choice of their text material. 
This is, of course, a very small fraction of textbook shipments. 

Historically our public schools have been tax supported. Simi- 
larly we as a Nation have been dedicated to the ideal of equal educa- 
tional opportunities for all. This proposed bill would put undue 
financial strain on those schools and communities which can least 
afford the additional burden. These are the small or consolidated 
schools, particularly in rural areas, where most textbooks must be 
sent through the mails because the postal service is the only existing 
means of adequately servicing their orders. Also, they are farthest 
away from the publishers’ shipping points. 

Schools ordinarily set up their textbook budgets from 6 months 
to a year before the books are needed. These budgets cannot be ad- 
justed for some time to absorb increases in postal rates, with the 
result that the established budget will purchase fewer books, because 
a larger portion of the budget must go for postage. Furthermore, 
schools are now operating under already limited budgets with tre- 
mendously increasing demands resulting from constantly expanding 
enrollments. This makes it essential that the amounts available and 
earmarked for books be spent for the books themselves insofar as 
possible. With today’s fixed and strained budgets, increased postage 
costs would inevitably mean that fewer books would be available to 
students. 

Other educational book publishers, which I represent here, are those 
who prepare and produce sets of reference books such as the Encyclo- 
pedia Britannica, the Encyclopedia Americana, and the Book of 
Knowledge. Reference works of this character have for many years 
been considered by educators as essential tools in schools and college 
libraries throughout the country. In addition they are the founda- 
tion of millions of home libraries. Parents in all walks of life pur- 
chase these sets for their children and for themselves because they 
fill such a definite need in education. These publishers are com- 
mended by educational authorities for making these works available 
to the great mass of our Nation’s people at the lowest possible cost. 
Certainly these reference volumes are no less a mass education medium 
than are any newspapers or magazines that I can think of. An in- 
crease in the book rate means an additional tax on the educational 
institutions and the individuals who purchase these sets of books. 

When the book rate was established in 1938 the educational and 
cultural value of books was recognized by assigning them a postal 
rate equal to the postal rate on the reading matter portion of maga- 
zines. However, since then book postage has been increased sharply 
three times while the second-class rate has had only a moderate in- 
crease. Book postage rates have been increased more than 300 per- 
cent in 11 years. Because the book postage rate is so closely tied to 
the educational and cultural interests of the Nation, publishers are 
most anxious to see it continue under the aegis of Congress which has 
traditionally controlled magazine and newspaper postal rates. Sec- 
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tion 8 (a) (4) of this bill raises some question in our minds whether 
the Postmaster General and the Interstate Commerce Commission 
might not resume jurisdiction over postal rates on books. We earnest- 
ly and sincerely urge that any bill controlling book postage rates 
specifically require that further change can be made only by Congress. 
Furthermore, we believe that in the interests of education, books 
should have equitable treatment. Certainly there would seem to be no 
yrounds in logic or in public policy for the discrimination in postal 
rates against books as compared with magazines and newspapers. 
The proposed increase in rates on books, even when contemplated in 
connection with the proposed increases in second-class mail, would 
serve only to continue a discrimination which has grown in the last 
11 years. 

The Cuamman. Thank you, sir. 

Do we have a representative here of the Association of Comic Book 
Publishers, Distributors, and Printers? 

Mr. Reams. Mr. Chairman, the representative called me from Ohio 
where their headquarters are, and he said he only got the notice of 
this meeting late last week and he has been unable to get his people 
together and be here. He asked very earnestly that he not be fore- 
closed, because he could not be here today, and that he be permitted 
io appear at a later hearing. 

The Cuarrman. Or perhaps he can submit a statement for the 
record. 

Mr. Reams. His statement was that he wanted to be here. 

The Cuairman. We will have to try to arrange it if we can. 

Now we have Mr. Tiffany, representing the Book Manufacturers’ 
Institute. 


STATEMENT OF J. RAYMOND TIFFANY, GENERAL COUNSEL, BOOK 
MANUFACTURERS INSTITUTE 


Mr. Tirrany. My name is J. Raymond Tiffany. I am the general 
counsel for the Book Manufacturers’ Institute, a national trade asso- 
ciation, representing manufacturers of hard-bound books, employing 
approximately 20,000 persons, both men and women, and whose mem- 
bers manufacture approximately 90 percent by volume of all hard- 
bound books manufactured in the United States, including textbooks, 
reference works, encyclopedias, trade books, and so forth. The office of 
the Book Manufacturers’ Institute is at 25 West 43d Street, New York, 
N. Y. 

We do not oppose an increase of rates in the various postal services, 
provided such rates are nondiscriminatory, equitable, and needed to 
meet the reasonable cost of the various postal services, when the De- 
partment is operated in an efficient and economical businesslike man- 
ner and consideration is given to the fact that the distribution of 
certain types of mail—such as books—is essential to the educational 
and cultural advancement of our country. , 

We are opposed to the enactment of H. R. 6052 at this time on two 
grounds: 

1. Such legislation is premature. 

2. It is discriminating against books. 

Others will present objections in behalf of publishers and book- 
sellers, and in the interest of saving the time of the committee I 
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will not treat of the points they cover but join in their arguments 
nop position to the bill. 

It is obvious that neither of the two grounds herein advanced for 
n adverse report on the proposed legislation can be adequately 
expressed in the time allotted for these hearings. 

The request for postal increases is premature. 

he House, by resolution No. 32, has authorized its Post Office 
ind Civil Service Committee to conduct thorough studies and investi- 
gations relating to matters coming within its jurisdiction under rule 
II (1) (e) of the House; the Senate of the United States has, by 
resolution No. 49, made available to its committee the sum of $100,000 
to conduct a thorough study of postal rates, their relatiorf to the 
reasonable cost of handling the several classes of mail, and the ratio 
of expense to revenues in the Post Office Department. Furthermore, 
the President recently appointed a Post Office Advisory Board con- 

sting of businessmen to advise with the Postmaster General in matters 
pertaining to the conduct of the Post Office Department. 

These studies of these various groups have not been completed 
and probably will not be available until the next session of Congress. 
It is very probable that with the completion of these studies and 
che Postmaster General’s own investigation that large economies may 
be effected in the operation of the Post Office De ‘partment, and that 
t will be found not only necessary to raise certain classes of postal 
rates but that a more equitable adjustment of various rates may be 
recommended. 

The increases under consideration are not only substantial but 
permanent in nature, and should not be authorized until the actual 
need therefor is clearly demonstrated after a careful study by the 
igencies already set up for that purpose. 

Existing rates and proposed rates are discriminatory against books. 

Others will or have gone into this phase of the matter, and I will 
only comment thereon by saying that the importance of books to 
our people, whether they be trade books, textbooks, encyclopedias, 
reference works, or any other type of books, must be well recognized 
by the Congress, especially in view of the current epidemic of expres- 
sions concerning the evils of book burning. 

In the Postal Laws and Regulations it is provided that it is a 
condition for admission as second-class matter that— 

It must be originated and published for the dissemination of information of a 
public character, or devoted to literature, sciences, arts, or some special industry, 
nd having a legitimate list of subscribers. 

Books so qualify, except for the list of subscribers. 

During the war the President of the United States stressed the im- 
portance of books, calling them “weapons of peace.” The Congress 
recognized the importance of books and granted them an exemption 
from price control under the OPA, and the War Production Board 
provided quotas of paper to enable new publishers to enter the pub- 
lishing field and cooperated with other publishers in their efforts 
to obtain essential paper for the manufacture of books. Paul Hoff- 
man, of the ECA, said that there are 4 kinds of warfare; and 1 of 
them is potentially as destructive as the other. These types of war 
fare are economic, politic al, informational, and shooting. He stated 
that we now were deep in an informational war; that it was vitally 
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important to reach the minds of men and to inform liberty-loving 
people of the facts concerning the cultural ideas and adv antages of 
our democratic way of life. That is still true. 

To retard the distribution of books by discriminating against them 
in favor of newspapers and periodicals, which the Postmaster Gen- 
eral has said caused the taxpayers to pay 80 percent of the cost of 
handling such publishers’ second-class mail is, in effect, to indulge 
in a type of “book burning” in that the books may be made unavail- 
able to many of our fellow Americans who, in the face of present high 
cost. of living, high taxes, and the low buying power of the dollar, 
will feel they are unable to pay the increased cost resulting from the 
proposed higher book rates. 

Said the Postmaster General in testifying before this committee: 

I shall begin with second-class mail, since that is the class on which the Post 
Office Department loses the greatest amount of money each year—$240 million in 
1952. After rate increases effective since then, the loss is $232 million annually 
On this class we are asking rate increases which will bring us only $20 million 
a year. 

Second-class mail consists of newspapers, magazines, and periodicals. Rates 
on this matter today are generally lower than they were in 1925. * * * But 
today—on the average—when a publisher pays $1 to send his product through 
the mails, the taxpayer pays an additional $3.82 to meet the cost of handling 
that product. 


I have examined the release of the Post Office Department, No. 
396, as to the Postmaster General’s recommendations for postal in 
creases and also the Postmaster General’s main statement to this com- 
mittee and fail to find any mention of the rates for books other than 
a mere reference to books, as follows: 

Furthermore, we are asking an increase in the book rates. These rates are 
now extremely low and should be higher. The proposals will produce $314 
million in addition revenue. 

Not a very large amount when you consider the huge losses on sec 

ond- and third-class mail and the total deficit of $746 million or even 
the “remaining. deficit” of $74.5 million. Books have already sus- 
tained their share of increases and the rates should not be increased 
at this time inasmuch as the total increase in the book rates over the 
last 10 years is in excess of 300 percent, and is entirely out of line with 
the treatment presently given second- and third-class mail, as well as 
under the proposed rates. Books, which are educational in nature, 
should have the same advantages as newspapers and periodicals and 
at the most take the second-class rates in order te eliminate existing 
discrimination. 

The Cuarrman. Thank you. 

Mr. Gross. Does the gentleman have information as to what would 
nape to the Senate investigating committee if this bill were passed / 

} Trrrany. I think it would be love’s labor lost. We would 
have more ois ings and more confusion at the next session of Congress. 

Mr. Gross. And $100,000 of the taxpayers’ money might be down 
the drain. 

Mr. Tirrany. That is one way of looking at it. On the other hand, 
it might save millions of dollars by getting the economies that the 
Post Office Committee and the Postmaster General would recommend. 

Mr. Gross. If the bill were passed at this time in view of the 
committees that are working on this problem, I see no reason why 
further money should be spent on this investigation. The Postmaster 
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General has said he has found ways and means of saving money 
throughout the Department. He hopes to save $250 million, so what- 
ever money has been spent would be lost. 

Mr. Trrrany. What has been spent would be lost if you passed 
the proposed legislation. 

Mr. Gross. That is right. 

The CHamman. Mr. Bolton will inquire. 

Mr. Botton. Do I understand the gentleman then to take the posi- 
tion that, where obvious inequities exist within the structure of postal 
rates today, instead of making a temporary or even a final or partial 
raise in order to produce revenue to the Post Office Department the 
gentleman believes we should wait for at least another year, which 

vill mean some $250 million lost to the Government, until the report 
of the Senate committee is forthcoming? 

Mr. Trrrany. I think you should. If we are going to do the thing, 
let us do it right, and once and for all. Let us study the fact that 
we have been penalized by the inefficiencies of the Post Office Depart- 
ment, and the inequitable position of rates. 

Mr. Borron. One further question. May I ask the gentleman if 
he is in favor of extending the national-debt limit ? 

Mr. Tirrany. No, sir; I am not. 

Mr. Moss. Mr. Chairman, I think it might be worthwhile to point 
out to the committee at this moment that according to the cost-ascer- 
tainment figure for the period from January 1 to June 30, 1952, we 
find a deficit in the handling of books amounting to just under $7 
million. That is for the total handling of all books. That is less 
by in excess of a million dollars than the yearly deficit incurred in 
handling just one national magazine. 

The Cuarrman. Are there any further questions? 

Mr. Downy. Yes, sir. Mr. Tiffany, I am not trying to make a 
point—I am just trying by my question to get some information. It 
seems that there are a number of publications—for instance, we have 
ee. and magazines—that are in second class, and we have 
books that are in third class. Third class, of course, has advertising 
matter and all of that sort of thing in it. Let us limit this to news- 
papers and magazines and books. Do you feel or not that there should 
be some distinction made between them as to the amount of postage 
that is required? For instance, the newspaper is something that goes 
out today and is read either today or tomorrow and is discarded. 
Magazines to a lesser extent, and books are more or less permanent. 
[ want some information on that. 

Mr. Trrrany. I feel, sir, that all reading and educational matter 
should bear the same rate of postage. Because newspapers and _pe- 
riodicals contain advertising matter and have a separate income, there 
should be a differentiation made in that respect. 

Mr. Downy. In favor of books? 

Mr. Tirrany. In favor of the books. You take magazines and 
newspapers, they all run serials that sometime appear in book form. 

Mr. Dowpy. I understand. 

Mr, Trrrany. It seems to me there should be no differentiation in 
the rates that apply to books and the educational portion of periodi- 
cals and newspapers. 

Mr. Dowpy. Books have no advertisements from whisky manufac- 
turers that probably pay all the postage for that particular issue. 
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Mr. Tirrany. Not at all, sir. 

Mr. Dowpy. I believe that is all. 

The Cuarrmman. Mr. Hagen. 

Mr. Hacen. As I understand it, the books have a rate that is the 
same for all parts of the country. 

Mr. Tirrany. Yes. 

Mr. Hacen. I believe that there is only one zone for books, is that 
right ¢ 

Mr. Tirrany. I am not so sure about that. I think there are zone 
rates on books in certain categories. I am not clear on that, sir. 

Mr. Hagen. Is there any book publisher here who can answer the 
question ¢ 

Mr. Lacy. It isa flat rate. 

Mr. Hacen. In other words, they carry out the principle that on 
books that the people of Nevada, Minnesota, and North Dakota should 
have the same opportunity to buy the book at the lowest possible price 
as a person living in New York close to the source where the books 
are made. 

Mr. Tirrany. That is right. 

Mr. Hacen. Then it would be almost just as logical in my opinion to 
have the same sort of rate on second-class newspapers and magazines, 
because magazines and newspapers have stories from books or stories 
which will go into books in their publications. That is the point I was 
trying to make the other day. This increase is discriminatory in 
asmuch as it hits the person in the hinterlands of the country and the 
far distant points more because even now many newspapers have what 
they call zone rates. The subscription price is higher outside the State, 
and as you go greater distances beyond the State line, it is still higher, 
it is lower within the area closer to the source of publication. I have 
tried to bring out that point. 

The Cuarrman. Do you favor that? 

Mr. Tirrany. Very definitely so. There is a great need for the 
improvement of book distr ibution in this country. I think the Amer- 
ican Library Association stated that there are some 50 million people 
in this country who have no direct access to books than through the 
mails. 

Mr. Hacen. I think you will agree that it is a fine policy we have 
now, that is, the same rate for books any place throughout the 
country. 

Mr. Trrrany. Definitely. 

The Cuarrman. Do you favor that for magazines? 

Mr. Tirrany. No; I do not. I think the books are entirely apart 
from the reading matter of magazines, which has advertising matter 
and other income. 

Mr. Coir. What is the usual charge for packaging and mailing of 
your individual book ? 

Mr. Tirrany. That I am not familiar with, sir. I do not know. 

Mr. Corr. Do you have anyone with you who is familiar with that? 

Mr. Tirrany. No; I do not. I know that a number of our manu 
facturers have sub post offices in their own plants, such as Kingsport 
Press, Where 9 percent of our books are in Chicago. The Doubleday 
Doran Press at Garden City, the one in New York, have the sub post 
offices, the space for which is donated to the Post ‘Office Department 
without charge and greatly facilitates the handling of books. The 
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rate and what it costs to wrap and mail a book, I am not familiar 
with. 

Mr. Corr. I know that is usually charged to the purchaser. 

Mr. Tirrany. I imagine it is all included in the purchase price, 
neluding the mailing. 

Mr. Downy. Mr. Cnle, if you will yield, U quite often get advertise 
ments about books, legal books, and for instance in a small book they 
will say the book is $3 and wrapping and mailing 15 cents. Is that 
what you were referring to? 

Mr. Core. That is what I mean. I know several years ago we 
iad before our committee a bill to increase postage rates, and at that 
time some of the book companies were charging as high as 25 cents 
for postage and mailing, and the postage at that time was 3 cents, 
as I recall, for mailing the book. That was under the Executive 
order issued by President Roosevelt. The book companies were 
charging a very high price for the packaging and that was the reason 
for my question. 

Mr. Gross. Let us take the inverse of that. The Government 
printing of a return address on an envelope has been charging 22 
cents for 500. It is the same principle but one applying one way and 
the other the other way. You cannot even hit the hand press for 
22 cents. I know. I worked in a printing office. 

The Cuarrman. Are there any other questions? Judge Davis, 
do you have a question ? 

Mr. Davis. No, sir; I do not. 

The Cuarrman. If not, thank you, sir. 

There are two further witnesses today. Is this committee willing 
to listen on those, also on books ? 

Mr. Gross. We will have before the House, as I understand it, a 
bill that would create more than a $4 billion deficit. I would like to 
be in there when that bill is up. 

Mr. Murray. Suppose we finish with these witnesses. Let us not 
make them come back tomorrow, because they are from out of town. 

Mr. Gross. I do not object to that. 

Mr. Davis. I do not want to object to that, but I have not asked a 
question this ~e and I am very interested in this matter. This 
committee voted to hold full and orderly hearings, and it is not 
orderly and it is not going to be full either, to hold these hearings 
after the House is in session. I object to it. 

The Cuarrman. Judge Davis raises a point of order, objecting to 
further hearings on the ground that the House is in session. So the 
committee will meet tomorrow morning. 

Is Miss Porter Cowles here ? 

Miss Cowes. Yes. 

The Cuatrman. Is Mr. Joseph Duffy present? 

Mr. Durry. Yes, sir. 

The Cuatrman. Is there anyone else who was scheduled for today 
that has not been heard ? 

(No response. ) 

The Cuatrrman. The committee will meet at 9:30 tomorrow morn- 
ing. 

(Thereupon at 12:10 p. m., a recess was taken until Wednesday, 
July 22, 1953, at 9: 30 a. m.) 
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WEDNESDAY, JULY 22, 1953 


House or REPRESENTATIVES, 
ComMiITTEE ON Post OFrFice AND Civil SERVICE, 
Washington, D. ¢ 

The committee met, pursuant to recess, at 9:30 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees (chairman) presiding. 

The Cuarrman. The committee will be in order. 

Mrs. St. Groree. Mr. Chairman, I would like to make a very brief 
statement before this hearing begins. I have asked that there be 
placed before each member of the committee for convenient reference 
a report, House Report No. 366, which was developed by the Subcom- 
mittee on Postal Operations, composed of Mr. Withrow, Mr. Gross, 
Mr. Bonin, Mr. Broyhill, Mr. Jarman, Mr. Dowdy, Mr. Boland, Mr. 
Reams, and myself as chairman. 

This report had the unanimous support of the subcommittee. Be- 
fore its approval we went over it word by word in detail. Before its 
unanimous approval by the full committee, it was submitted to all 
members for review in good time prior to its final consideration by the 
committee. 

I believe that the hearings have progressed far enough on the postal- 
rate question to make the observations that the committee made with 
respect to postal rates even more significant now than they were then. 
However, I would like to read them for the information again not only 
of the committee members but also for the information of those 
faithful observers who may not have heard or seen the report, and who 
have been here day after day to see this picture develop with respect 
to rates. 

I refer to page 12 of the report which reads as follows: 


SecTion VIII. Postar Rares 


It is hoped that substantial savings will result from reorganizations recom- 
mended by this committee and contemplated by the Postmaster General on his 
own initiative. However, it is highly improbable that savings can be developed 
to such an extent that there will be no postal deficit. Today the postal deficit is 
nearly $700 million a year [it is over that now] and even if we deduct from 
that the amount of $160 million a year covering the cost of handling Govern- 
ment mail and other free services of the Post Office Department, there will still 
remain a substantial deficit. 

It has been demonstrated that it is not practicable for Congress to handle the 
complicated postal-rate matters that now are presented to it. As a result, 
postal-rate schedules are becoming so complicated that it is difficult to get 
clerks in post offices to serve at windows. Rates need to be simplified. 

The Postmaster General, at the present time, must establish, with the concur- 
rence of the Interstate Commerce Commission, rates for parcel post at a level 
so that revenues will equal expenditures for this class of mail. The Postmaster 
General may also establish the rates for the special services under an authority 
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granted to him in the last postal-rate law, Public Law 233, 82d Congress. With 
this split in the authority for the establishment of postal rates, some rates are 


being raised nearly every year while other rates, those set by Congress, remain 
somewhat stationary. 


A great deal of confusion resulted from the enactment of Public Law 199, 
82d Congress, which sets up two standards for the size and weight limits on 
parcel post. One is applicable only to first-class post offices and the other is 
applicable to second-, third-, or forth-class post offices and rural routes. Observ- 
ations of the committee at various first-class post offices indicate that the 
handling of parcel post has been greatly facilitated by the elimination of the 
larger packages. 

During the hearings on postal rates, which have been held in the past three 
Congresses, witnesses complained about the combination of the cost of the 
public-service features of the postal service with costs that should properly be 
charged to the users of the mail. For example, in the Post Office Department 
costs appear the cost of handling Government mail, subsidies paid to airlines 
for carrying the mail, free mail to the blind, and the maintenance of many rural 
routes and fourth-class post offices which cannot be justified on a business basis. 

A recommendation to separate the airmail subsidy from airmal pay was made 
originally by the Post Office and Civil Service Committee of the House in the 
80th Congress and is fully developed and documented in House Report No. 1958, 
80th Congress. This is so important, however, to the economical functioning of 
the Post Office Department that it is again repeated in the recommendation in 
this report. 


RECOMMENDATIONS 
(1) The subcommittee recommends that all postal rates be established by a 
ratemaking board within the Post Office Department. A similar recommenda- 
tion was made by this committee when studies were made in the 80th Congress. 

2) There should be uniformity in the maximum size and weight limitations 
of parcels permitted to be sent through the mail. 

(3) Consideration should be given to establishing a separate budget in the 
postal service to be met by posta) rates and a departmental budge to represent 
the public-service aspect of the Post Office Department. 

(4) Separate the airmail subsidy from airmail pay. 

I have spent considerable time in the past week going over my bill 
in detail and revising it, and yesterday I introduced a clean bill, H. R. 
6425, which is an improvement and which I believe will meet all 
objections. 

In closing, may I again remind the members that since we started 
hearing the public witnesses, we have spent nearly 7 hours in hearings 
and have only heard 12 of approximately 85 witnesses who have re- 
quested to be heard. Regardless of when a committeee may decide 
to hold hearings on postal rates, it means that for virtually an entire 
session the committee is pinned down. We are prevented from hold- 
ing hearing on other important matters. As one member aptly put it 
the other day, according to press reports, the Government. is losing 
approxim: ately $2,100 a minute for every minute of delay in taking 
action on postal rates. 

I hope that the committee members will review my bill so that they 
may be familiar with its terms when I present it to the committee, 
which I intend to do at the proper time. 

Mr. Murray. Will the gentlewoman yield? 

Mrs. Str. Grorer. Certainly. 

Mr. Murray. I have been he: irtily in favor of the objectives of the 
proposed legislation by Representative St. George for a number of 
years. I have long ago realized that Congress is not equipped to 
carry out the functions of a rate-making bureau. Since I have been 
on this committee I have spent days and days listening to endless 
testimony on the question of proper rates for the various classes of 
mail. 4 
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Several years ago I became convinced that the only fair and effec- 
tive method to have equitable postal rates would be to give the author- 
ity and power to the Postmaster General to fix the rates on first-, sec- 
ond-, and third- class mail. About 3 years ago, I was instrumental in 
getting a provision in the rate bill which gave the Postmaster General 
the right to fix the rates on all special services, such as insured mail, 
c, o. d, and special delivery. I think now that this committee should 

co along and approve Mrs. St. George’s bill, and give the Postmaster 
General the same authori ity that he has now for special rates as appli- 
cable to first-, second-, and third-class mail. There is just too much 
logrolling and too much pressure on Members of Congress to ever 
agree upon a fair and equitable rate for first-, second-, and third- 
class mail. 

[ am strongly convinced that a competent ratemaking board should 
be established within the Post Office Department. That board 

should hear testimony from all users of mail, and then make recom- 
mendations to the Postmaster General, and let the Postmaster General 
et those rates. That is the only way we are ever going to solve 
this question satisfactorily, in my opinion. 

Mr. Davis. Will the gentlewoman yield for a question? 

Mrs. St. Georce. Yes; I yield. 

Mr. Davis. What do you propose by that, Mr. Murray? That we 
should not pass this present bill that is before us and pass the bill 
recommended by Mrs. St. George ? 

Mr. Murray. Yes, sir; I am strongly in favor of that. 

Mr. Borron. Would the gentlewoman yield for a further question ? 

Mrs. Sr. Grorae. Yes. 

Mr. Borron. Mr. Murray, do you believe that should be done on 
what I refer to as the public-service mail, as well as the so-called 
business side of the Post Office Department? In other words, that 
the rate making board should set public service mail rates, as well as 
business mail ? 

Mrs. St. Georar. Yes. Of course, we did recommend, as you may 
note, that consideration should be given to establishing a separate 
budget in the postal service to be met by postal rates and a depart- 
mental budget to represent the public-service aspects of the Post Office 
Department. That might require special legislation, because that is 
not contained in the rate-making bill. 

Mr. Bouron. I cannot help but comment for the record at this point, 
as far as I personally am concerned, I would be very much in agree- 
ment with the lady’s suggestion insofar as what I refer to as the 
business side of the post office, but I think for the public-service side 
we must at least in this committee set standards f we are going to 
create such a bill, because I think it is a congressional policy which is 
involved. 

Mrs. St. Grorce. That is stated in the bill, Mr. Bolton. If you 
will look it over, you will find it specifically spells out at the very 
beginning of the bill, that those matters such as the educational and 
other things we want to promote, and the committee was very careful 
to give consideration to that. 

Mr. Reams. Mr. Chairman. 

The Cuatrman. Mr. Reams. 

Mr. Reams. | apologize for being out of the room at the time. Do 
I understand that it has been suggested that this bill that the gentle 
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woman from New York proposes will be a substitute for this hearing 
that we are now engaged in? 

Mrs. St. Grorcr. May I answer that question? That has not been 
my suggestion, Mr. Reams. I said I was going to present this bill 
to the committee at what I thought might be a proper time, and I 
would like the committee to study the bill and the report very care- 
fully. But Mr. Murray has suggested that the bill might be substi- 
tuted for the present rate-making bill with which I certainly would 
have no quarrel. 

Mr. Reams. That is quite a radical departure from the program that 
I thought we were engaged upon, and I am not adjusted to the idea 
yet. I would like to ask the chairman if he proposes to entertain such 
a proposition as that. 

The Cuatrman. As I understand it, the gentlewoman from New 
York has a bill before this committee dealing with this subject matter. 
Correct me if Iam wrong. I believe she is now calling attention to a 
new bill that she described as a clean bill that she has introduced, and 
she has called attention to this proposal that she says as far as the 
Chair is concerned that she may or expects to submit at what she said 
was the proper time. I hope we will go on with our hearing on the 
present bill presently. 

As I understand it, she is stating that some time she expects to pro- 
pose it. Am I right about that ? 

Mrs. Sr. Grorce. That is right. 

Mr. Reams. I asked the question because I did not want to take the 
time of the committee to discuss the gentlewoman’s bill at the present 
time unless we are going to consider it as a substitute for the work we 
are engaged in here on this rate bill. 

The Carman. The Chair would suggest that discussion of the bi!! 
will be taken up at what she describes as the proper time. I would 
like to go on with the present hearing. 

Mr. Hagen. Mrs. St. George, on page 3 of your statement, I do want 
to beg to disagree with the statement that for virtually the entire 
session the committee is pinned down on postal rate legislation. <Ac- 
tually we had no postal rate legislation of any major importance up to 
July lof this year. So we had 6 months to operate with no postal rate 
hearings or discussions involved at all. 

Mrs. Sv. Grorcr. That is correct. But you will admit with me that 
in the past we have had very lengthy hearings that have taken up 
most of our time. I have been on this committee ever since I came 
here—not nearly as long as you have—and I quite admit that these 
are shorter than most of our hearings, but we have had very exhaustive 
and exhausting hearings. 

Mr. Hagen. That is right. For the record at that point, I might 
say that the average for the last three postal bills of any major im- 
portance is 15 days for the 80th, 81st, and 82d Congresses. Fifteen 
days of hearings is not tying the committee down for the entire session. 

Mr. Murray. You mean 45 days altogether. 

Mr. Hacen. That is right, for three different Congresses. So that 
is an average of 714 days a calendar year we had hearings. Is that 
tying down the committee for the whole year? Is that going to jeop- 
ardize all the other actions of our committee? As a matter of fact, 
up to July 1 of this year this committee enacted into law bills that 
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passed the committee, and got on the floor, only five bills. So you 
cannot say that the postal rate bill tied this committee down up to 
July 1, because it was not before this committee. 

Mrs. Sr. Grorce. You will admit also that we hear the very same 
testimony year after year. 

Mr. Hagen. Naturally it is somewhat the same. There are always 
new factors and conditions which develop, and we have new members 
on the committee. 

Mrs. Sr. Grorce. I think it is a matter of great interest to them. 

Mr. Hacen. May I make a further observation? I would be op- 
posed to the general principle of giving up our responsibilities on 
these matters to a board which would have sole power to enact in 
creases in postal rates, and have a life and death power over small 
businesses or any business, unions, groups, associations, et cetera, in 
the country. This would be a long step toward dictatorship, by al 
lowing a small group of men having life and death power over the 
people. 

Mrs. St. Georcr. Mr. Hagen, you have already given that power 
in some instances. That is exactly what we say in this report. With 
the split in the authority for the establishment of postal rates, some 
rates are being raised nearly every year, while other rates, those set 
by Congress, remain somewhat stationary. So you have two classes 
right now. You have the one that has to be changed or is changed 
every year, and you have the one that is practically stationary. Do 
you think that is fair ? 

Mr. Hagen. It is my hope that the Carlson study group will come 
up with some recommendations along that line. I think it should 
be all in the hands of Congress or all in the hands of the post office. 
Everyone knows my position. 

Mrs. Sr. Grorce. 1 agree with you there. 

Mr. Hacen. The difficulty expressed by many witnesses who have 
had some difficulty being heard before this committee, the difliculty 
in the matter of getting adequate time for their presentation, they 
are rushed when they do present their case, would be compounded 
many times over if a board of 3 or 5 or 7 men or women having sole 
authority over postal rates would have hearings, if at all. Do you 
think for a minute these witnesses who are our constituents have the 
same opportunity to present their case properly and adequately be- 
fore a board? 

Mrs. Sr. Grorer. I think they would have a far better opportunity. 
The board would be in session 12 months out of the year. 

Mr. Hacen. And would the board be responsive to the public’s 
interest ? 

Mrs. St. Georce. There is no reason why they should not be. 

Mr. Hacen. Not as responsive as a man or woman elected by the 
people. 

Mr. Corer. Is this not a matter for discussion in executive session, 
and not in open hearing ? 

Mr. Gross. Mr. Chairman, is it going to be the policy to open hear- 
ings each day with statements of this kind? My name has been 
brought into this, and I am rather of the opinion that I should present 
a statement to the committee tomorrow morning since my name has 
been brought into this discussion this morning as a member of the 
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subcommittee. If possible, either tomorrow morning or the next 
morning, I am going to ask the chairman for the same permission 
to make a statement to the committee as to my views on this proposal. 

The Cuarrman. The gentleman may do that at 9:30 tomorrow. 

Mr. Gross. The gentlewoman as a member of the committee is say- 
ing that these hearings are costing the taxpayers of the country 

Mrs. Sr. Grorce. I did not say it. 

Mr. Gross. Let me read your statement: 

As one member aptly put it, the other day, according to press reports, and 
you will find it in the record, the Government is losing approximately $2,100 a 
minute for every minute of delay in action on postal rates. 

I might say that the member who made that statement is still not 
here, 40 minutes after this committee was called to meet. The same 
committee member was not here to constitute a quorum of this com- 
mittee for 25 minutes on another occasion after he made the statement, 
and 20 rainutes on still another day. I do not know how much the 
taxpayers have lost on that basis. I do not think the suggestion is 
very apt that the taxpayers are losing $2,100 a minute on “this basis. 

Mr. Chairman, I am going to ask permission to make a statement 
tomorrow or the next day. 

Mr. Murray. I would like to know whether the gentleman from 
Iowa signed the minority report, and agreed to it. 

Mr. Gross. Yes; and a good many things have happened since the 
gentleman signed that committee report, and that is what I want to 
talk about. 

The CratrmMaNn, Miss Porter Cowles was here yesterday and stayed 
over today. She is recognized as representing the Association of 
American University Presses. She hails from the great State of 
North Carolina. That State is very ably represented by one of our 
members, Mr. Alexander. We are pleased to have you. 


STATEMENT OF MISS PORTER COWLES, REPRESENTING 
ASSOCIATION OF AMERICAN UNIVERSITY PRESSES 


Miss Cowes. My name is Miss Porter Cowles. I am speaking on 
the subject of postal rates for books on behalf of the Association of 
American University Presses. I am assistant director of the Univer- 
sity of North Carolina Press. 

We are very grateful to the members of this committee for permit- 
ting us to discuss the problem of book-postage rates as we see it, and 
as it affects the university presses. We understand that the bill before 
you, H. R. 6052, affects the book rate in two ways: 

) Section 5 of the bill raises the present rate by 25 percent—from 
4 to 5 cents per pound on the basic rate and from 8 to 10 cents on the 
first pound. 

(2) Section 8 (a) (1) of the bill repeals section 2 04 (d) of the 1948 
act establishing the 8- and 4-cent rate, which was then frozen in sec- 
tion 4 of the 1951 act until otherwise provided by Congress. Thus 
it nti seem that the Post Office Department and the ICC might 
under this bill once more resume jurisdiction over the book rate along 
with other fourth-class mail. If this happens, the book rate would 
have to be increased by 100 percent under the provisions of the 1920 
and 1950 laws, which require fourth-class rates to be set at levels cover- 
ing post-office costs. 
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Reading matter in books is now paying a postage rate almost 3 
times as high as reading matter in second-class publications—and this 
existing discrimination against books will be continued and only 
slightly lessened if the provisions of H. R. 6051 are accepted by the 
Congress. 

The Association of American University Presses includes 45 mem- 
bers from 25 States and the District of Columbia. Many of the 
association members, such as the presses of Minnesota, Kentucky, 
Oklahoma, South Carolina, Florida, Illinois, Pennsylvania, Wash- 
ington, and North Carolina, are associated with State universities. 
Others, such as the Huntington Library in California, represent special 
research groups with a limited publication program. With this state- 
ment is being filed a copy of the most recent directory of the Associa- 
tion of American University Presses, giving a complete list of the 
members and the present and past officers. 

The primary purpose of a university press is to publish books of 
scholarship. "These books make available to scholars, scientists, 

eachers, students, and general readers information on specialized 
nabheele which is not easily available from any other sources. The 
anticipated sale on publications of this sort is usually small. We 
consider ourselves pretty fortunate if a book sells as many as 2,500 
copies. Far more of our publications sell in the range of 500 to 
1,000 copies. Some of our books are sold through bookstores, and 
we are constantly trying to widen our bookstore market. But be- 
‘ause of the nature of our publications, we must necessarily ship 
a great many direct to the customer by mail and the customer pays 
the postage charges. 

According to recent figures, the members of our association ship 
large percentages of their total output direct to libraries, colleges, 
or schools, or the individual customer. Iowa State College Press, 
for example, shipped 5 percent of its output to libraries, 65 percent 
to colleges and schools, and 10 percent to individual customers. 
Loyola U niversity Press in Chicago shipped 82 percent to colleges 
and schools, 1 percent to libraries, and 2 percent to individuals—a 
total of 85 percent of its total shipments directly to specialized groups 
or individuals having a senthedion interest in university press i 
lications. 

University presses are, by the very nature of their operations, non- 
profit-making organizations. Savoie Lottinville, president of the 
association and director of the University of Oklahoma Press, in 
1947 said: 

No institution can expect its scholarly press to be completely self-supporting. 

A press may break even in good years, or occasionally make money, but if it 
does so consistently, it is not publishing the kind of scholarship to which its 
parent institution is presumably dedicated. I say this because scholarly books, 
while definitely merchantable, are not merchandise. 
We are not in business to make money. We do not make money. 
Sometimes we happen to, but that is unusual. Mr. Lottinville’s state- 
ment and statements of other university press officials may be found 
in a Report on American University Presses, by Chester Kerr, the 
results of a survey made in 1948, a copy of which is filed with this 
statement. 





270 POSTAL-RATE REVISION 


The rates proposed would impose on the members of our associa- 
tion and our customers a very serious additional burden. The book 
rate has already gone up almost 300 percent since 1942. Most uni- 
versity presses pass on to the customer the carrying charges on books 
purchased. Speaking for the University of North Carolina Press, I 
can say that the average single book which we ship will weigh between 
2 and 3 pounds. The present postal rates on a book of this average 
weight are 12 and 16 cents. If the immediate increase in this bill 
s approved, the postage pays able would be increased on this average 
book to 15 and 20 cents, a 25 percent increase. These increases, though 
individually small, will mean the passing on to already low library 
budgets and to schools a considerable additional charge which will 
in total necessarily curtail their ability to buy new and necessary book 
materials. If the book rate reverts to the jurisdiction of the Post 
Office Department and the ICC, the increase which would go into 
effect after the next ICC hearing, will, as I have previously mentioned, 
be on the order of 100 percent. 

University press publishers are particularly concerned by the possi- 
bility of increased postal rates, because we believe that publication 
and distribution of books, and especially books by university presses, 
are educational processes of very great importance. Through postal 
services to areas not served by bookstores and remote from educational] 
institutions and libraries we are, through books, bringing to the people 
of this country information in which they are ‘becoming increasingly 
interested and which we should make it possible for them to get as 
inexpensively as possible. We are trying to do our part by publishing 
the books that are needed, without m: aking any money, and we hope 
that the postal rates will not be so increased as to make the job even 
more difficult. 

The proposed 25 percent increase in the book postage rate is in itself 
a most disturbing factor to the university presses. In addition, how- 
ever, the Post Office Department in 1950 proposed to the ICC a limi- 
tation of weight on books shipped at the flat book post rate to 10 
pounds. If the De »~partment resumes jurisdiction over the book rate, 
zoned rates might once again be imposed by the Department or 
ordered by the ICC. 

This limit of 10 pounds on the flat nationwide book postage rate pro- 
posed by the Post Office Department in 1950 would raise the costs 
on book packages over 10 pounds by a very large percentage, amount- 
ing in the further postal zones to increases of over 400 percent. 

In connection with the desirability of maintaining the flat unzoned 
rate which has been national policy for decades for second-class 
reading matter and for 15 years for books, I believe that it might be 
of interest to point out that of our 45 members, 18 are located west of 
the Mississippi River and an additional 7 are located south of Wash- 
ington. In other words, 25 of our 45 members are zonewise in an un- 
fortunate shipping position. Of the total number of shipments made 
by our members, 54 percent are made to the third zone and beyond. 
Zoning introduced by ICC action would result in a serious handicap 
so far as the whole interior portion of the United States, the Far 
West, and the South are concerned. 

The members of our association feel that books today are playing 
and should continue to play a vital role in the expanding educational! 
processes of our democracy. The need for a well-informed citizenry 
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has never been more important than it is now. We feel that uni- 
versity presses are publishing the kind of books that should be dis- 
tributed widely. The members of our association, therefore, hope 
that in your consideration of H. R. 6052 you will give serious con- 
sideration to the additional burdens which increased postal rates 
will place upon our operations and upon our customers. 

We believe that as a long-run policy the Congress should seriously 
consider establishing a uniform favorable rate of reading matter, 
whether in newspapers, magazines, or books. Books are certainly as 
important as magazines and newspapers as an educational and cul- 
tural foree. They ought to be treated as well as other forms of reading 
matter. 

We do not suggest that books published by university presses be 
yiven a special book postage rate because we believe that books as 
a class deserve equality in postal rates with magazines and newspapers. 
Many books brought out by commercial publishers are equally im- 
portant, culturally and educationally, as our own. We urge your 
committee to give books equality in postal rates with reading matter 
in magazines and newspapers by an amendment to the bill before 
you. This step is long overdue, in our opinion, and can be amply 
justified as a matter of equity and aad national policy. If the 
committee feels that equality in reading matter rates should not 
be achieved until second-class rates more closely approach the present 
book rate, we urge that sections 5 and 8 (a) (4) be removed from 
this bill. 

Thank you. 

The CHarmMan. We appreciate your very fine and informative 
statement. Mr. Alexander, do you desire to be recognized? 

Mr. ALEXANDER. No questions, sir. 

The Cuarrm in. Judge Davis will inquire. 

Mr. Davis. Miss Cowles, I gather from your statement that the 
university presses evidently publish books of the category which 
possibly 1s not published by the commercial-book concerns. 

Miss Cowtrs. That is true. I think you will find that commercial 
publishers, Mr. Davis, are publishing books that sell 5,000 copies up, 
whereas the university presses feel they are pretty lucky if they sell 
2,500. Usually they sell in the range of 500 to 1,000 copies. In other 
words, your rate of sale is fairly low generally. 

Mr. Davis. I presume that you have a definite program that you 
follow as far as possible in the class and nature of the books which 
you publish and distribute 

Miss Cowxes. That is very true. Usually university presses are 
directly connected with the administrative policy of the university 
to which they are attached. In most instances you will find that the 
members of their board of governors who are directly responsible for 
the, selection of materials to be published are members of the faculty 
of these institutions. In other words, they are watching very care- 
fully the type of material published, looking at it from the point of 
view of its usefulness as scholarly material, rather than looking at 
it from the point of view of making money out of it. That is a 
secondary consideration. The primary consideration is that the book 
be a worthwhile scholarly contribution to knowledge, 

86316—53—vol. 2———-9 





272 POSTAL-RATE REVISION 


Mr. Davis. And the selection of books to be published is made by 
the board of governors of the university press. 

Miss Cowtes. Of the university press; that is correct. 

Mr. Davis. At that particular institution. 

Miss Cowes. That is right. 

Mr. Davis. And yours is the University of North Carolina? 

Miss Cowes. That is right. 

Mr. Davis. And you have a board of governors of the North Caro- 
lina University Press which makes these decisions ¢ 

Miss Cowes. That is right. 

Mr. Davis. Is that substantially the same procedure which is fol- 
lowed by the other university presses ¢ 

Miss Cowxes. Other university presses may vary in their organiza- 
tion to some extent; that is, they may have on their governing boards, 
whatever they call them, members from outside of the university com- 
munity. Some presses have public members, that is, alumni of their 
institutions who also serve in the advisory capacity in the selection of 
manuscripts. But the nucleus, I would say, of the govermng board 
is in all cases taken from the university community, from the faculty 
and administrative ofticers of the university itself. 

Mr. Davis. And how is the selling price of these books determined / 
Do you fix the selling price in advance ¢ 

Miss Cowtes. The selling price naturally bears a definite relation to 
the manufacturing cost. It has some relation to the anticipated sale 
of the publication. But your margin there is necessarily lower than 
the commercial publisher’s margin, because you do not show a profit. 
You do not have to show a profit. 

Mr. Davis. Then the sale price is calculated on the basis that the 
publishing of these books will not be a profitmaking undertaking? 

Miss Cowxes. That is right. It is not set up to be a profitmaking 
organization. 

The Cuarrman. Questions on the left ? 

Mr. Reams. Yes, I have a question. Miss Cowles, I understand your 
position and I want you to correct me if I am not correct on this, that 
books ought to enjoy the same rate as magazines, for instance, with 
which you compete to a certain extent. 

Miss Cowtes. That is, the reading matter portion. 

Mr. Reams. Some magazines publish an entire book in their edi- 
tions, do they not ¢ 

Miss Cow es. I think that is true. 

Mr. Reams. Take Hemingway’s Old Man of the Sea; was that not 
published in a magazine? 

Miss Cow tes. ‘That is right. 

Mr. Reams. If that magazine on heavier paper and with a good 
many more pages in it besides the book can go for 3 or 4 cents, you 
should not pay 4 times that to send the books which you consider just 
as enlightening as the material in magazines or equally enlightening, 
shall we say. . 

Miss Cowxes. It is equally enlightening. It is not in as great 
demand as the material to which you refer, but to a fewer number of 
people, it is certainly equally as enlightening, and a lot of them might 
think it is even more so. 

Mr. Reams. So your position is that that diseriminatory rate should 
be removed ¢ 
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Miss Cowes. ‘hat. is right. 

Mr. Reams. Thank you. 

The CuarrMan. Mr. Hagen. 

Mr. Hacen. Are you familiar with the history and the date when 
Congress originally established the preferred low rates on books ¢ 

Miss Cowes. Generally. 

Mr. Hacen. It is true that many years ago they adopted a general 
public policy for the public interest and for the welfare of the | people 
of the country by setting a special low rate on books. 

Miss Cowes. That is right. 

Mr. Hacen. Do you believe today the situation is any different than 
it was many years ago? Is.there still a need ¢ 

Miss. Cowxrs. I think the needs which prompted that general policy 
exist today just as greatly as then. I do not think there 1s any change. 
I think that the type of books that certainly we are trying to publish 
are in just as great demand today as then, and I think it " just as 
necessary to get them disseminated as widely as possible. I do not 
think there is any change at all. 

Mr. Hacen. With the growing population and the greater com- 
plexity of our problems today, would you agree that the need today 
is greater than ever before for a special preferred rate for books and 
a wide dissemination of books throughout the country ? 

Miss Cowtes. That is right. 

Mr. Hacen. Thank you. 

‘The CHatrMaANn. Mr. Dowdy. 

Mr. Dowpy. Miss Cowles, 1 have appreciated your statement here 
today. Books, next to my wife and children, are my most. cherished 
possessions. I have spent practically all the money | have ever made 
as much as possible to create my personal library. I think they are 
important to our people and should be fully distributed over the 
country. I hope that our hearings develop enough information so 
that we may be able to set a favorable rate for delivery of books. 

The CuarrMan. Thank you. 

Mr. C. E. Lindsay, Southern Newspaper Publishers Association of 
Charlottesville, Va. Do you have a prepared statement for the 
record ¢ 


STATEMENT OF C. E. LINDSAY, SOUTHERN NEWSPAPER 
PUBLISHERS ASSOCIATION, CHARLOTTESVILLE, VA. 


Mr. Linpsay. I have one for the reporter, yes. I did not have 
enough notice to furnish copies for all the members of the committee. 

Mr. Gross. Was your statement that you did not have enough 
notice ? 

Mr. Lanpsay. Yes, sir. 

The CHatmrMan. You said you have copies but not enough to go 
around ¢ 

Mr. Gross. I understood the gentleman to say that he did not have 
enough notice to prepare enough copies for all the members of this 
committee, is that correct? 

Mr. Lanpsay. That is correct. 

Mr. Davis. Mr. Chairman, I would like to ask a question at this 
point, if that is permissible. The statements which are being sub- 
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mitted for the record, when will they be available to the members of 
the committee? 1 

The CuArrman. To what statement does the gentleman refer? 

Mr. Davis. I am referring to the one the chairman just mentioned 
of Mr. Paul Brown. 

Mr. Beten. We have not received it yet, Mr. Chairman. 

The Crarrman. I beg your pardon. I thought it was here. He 
requested that he be given the privilege of filing a statement. TI as- 
sumed it was here. 

Mr. Hacen. Will the gentleman yield? 

Mr. Davis. Yes. 

Mr. Hacen. You mean all the statements which are submitted from 
day to day and which we do not have time to have read ? 

Mr. Davis. That is right. 

Mr. Hacen. You want to know when we will have the opportunity 
of reading them because they are all pertinent to the hearing? 

The Cuarmman. The chairman was under the impression from the 
letter from Mr. Brown that his statement was here. 

Mr. Hagen. We are talking about the others that are submitted 
from day to day that are not completely read. 

The Cnamman. Under the new Reorganization Act every person 
who appears before the committee is expected to submit copies of his 
statement. 

Mr. Hagen. That is not the point. 

The Cuarrman. What is the point? 

Mr. Hacen. The question that I am propounding, and I am trying 
to elaborate on Mr. Davie’ question, is when will these statements 
which are submitted by the witnesses from day to day in accordance 
with the Reorganization Act, which are not completely and fully 
read, be ready so we as members of the committee can study them and 
read them and get information from them, in order to be better pre- 
pared to act on this bill, if and when it is finally acted on in the exeeu- 
tive session ¢ 

The Cuarman. As far as the chairman is advised, copies of state- 
ments thus far have been submitted. The statement that the Chair 
just mentioned as being from Mr. Paul Brown will be withdrawn, and 
the copies will be submitted when the request is again made. You 
may proceed. 

Mr. Linpsay. Mr. Chairman, I will have copies of my statement 
prepared for the members of the committee. I represent the Vir- 
ginia Press Association, of which I am vice president, and the South- 
ern Newspaper Publishers Association, acting as chairman of the 
postal committee, of more than 400 daily newspapers from West Vir- 
ginia to Texas, including Oklahoma and Arkansas, 14 States. 

The Rees bill, H. R. 6052, introduced at the request of Postmaster 
General Summerfield, advocates increasing rates on all classes of mail, 
including second-class mail. The bill calls for increases in second 
class effective October 1, 1953, of approximately 25 percent, and 
another increase of approximately 17 percent to become effective 
July 1, 1954, total of 42 percent. 

These increases are in addition to two 10 percent increases in sec- 
ond-class rates which became effective April 1, 1952, and April 1, 1953, 
respectively, and a third 10~percent inerease April 1, 1954)... | 
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When the newspapers accepted the present 30-percent increase in 
second-class rates, it was on the understanding that the three annual 
increases of 10 percent between April 1, 1952, and April 1, 1954, would 
be accompanied by a thorough study of postal operations which would 
establish a firm basis for setting second-class rates... This study. is 
now in progress under the direction of the Senate Post Office Com- 
mittee. 

This investigation, the most thorough probe of postal operations 
made by any outside agency since 1844, is due to be completed by 
February 1, 1954. To raise rates while this group is in the midst of 
its monumental effort would be to undermine the whole project, waste 
the $100,000 the study is costing, and destroy the long-sought oppor- 
tunity for reaching a permanent solution to the postal-rate problem 
and thereby eliminate demands for increased postal rates almost every 
year. Certainly the newspapers would be happy to be rid of this 
annual problem, and there is an excellent prospect of that result if the 
group headed by Chairman Carlson of the Senate Post Office Com- 
mittee is allowed to complete its work before rate-increase legisla- 
tion is voted. 

Newspapers have consistently urged that fair and proper rates be 
charged for efficient and prompt service. They have urged that steps 
be taken to find out what the cost of operating the post “office may be 
so far as each class of mail is concerned. They want to see the purely 
public-policy services segregated and believe that these public-policy 
services should be cared for by appropriations by Congress. 

If this were done, and proper cost accounting were installed, 
would then be possible to determine the actual cost of handling e: oak 
class of mail. 

That would provide the basis for fixing rates. 

Now, the cost ascertainment report is being used as a rate-fixing 
yardstick in the face of statements by the Postmasters General in the 
past that it is not. comprehensively complete. 

Southern publishers want to pay fair postal rates. They want no 
subsidy from the Post Office Department or anybody else. ‘They deny 
that postal rates constitute any part of a subsidy. Further rate in- 
creases will have to be met by subscription-rate increases. Lf a sub- 
sidy exists it is to the reader in the outlying districts. In the case of 
the paper I publish, the cost of the blank paper used in the year’s 
subscription costs $7.24 for each $8 subscriber. 

However, publishers have not yet had demonstrated to them that the 
Post Office Department actually knows what the cost of carrying 
second class may be, by good cost-accounting practices, nor has ihe 
Post Office Department up to now ever answered the question: How 
much of the loss or deficit now claimed by the Post Office Depart- 
ment would be eliminated if there were no second-class mail ¢ 

The cost ascertainment report is not adequate for rate-fixing pur- 
poses, a fact recognized by congressional committees for many years 
after extended hearings conducted in all parts of the United States 
over a period of many months. ‘This was as far back as 1924. Sec- 
ond-class mail, for instance, is charged with a large percentage of the 
cost of rural free delivery. By how much would the cost of rural free 
delivery be reduced if there were no second class ¢ 

Before there is action on increased rates Congress should determine 
how much of the post office operations are the result of public serv- 
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ices where an adequate return cannot be expected and how much is 
the result of w5-cdlled commercial operations where the Post Office 
Department should expect to receive in postage the cost of operation 
aa handling. Public-policy services dhoull be met by special ap- 
pr opriations by Congress. 

Newspapers ‘should be credited with the postal services they ‘per- 
form. Many newspapers sort, route, sack, weigh, and transport news- 
papers at their own expense to post oflices up to 75 miles distant 
from place of publication, and the only service performed by the 
post office is to put the bundles in the proper R. F. D. car. No credit 
is given newspapers for this service, the expense of which is borne 
by newspapers. 

In our case we pay for delivery direct to post office in Crozet, Ivy, 
Greenwood, Batesville, Miller School, and Yancey Mills, varying from 
13 to 28 miles distant. We also send seven bags direct to train station. 
This tends to decrease work of the Post Office Department. The cost 
to us is approximately $600 a year for 1,050 papers. 

Post office service on newspapers is so poor that a raise would not 
be justified from an efficiency standpoint. No special effort is put 
forth to deliver a paper that has a slight misprint in the label, and so 
forth. I have a label here that I can illustrate that with, to a sub- 
scriber in California, who has been taking it for 5 years. One number 
of the street number is blacked out, so they sent it back to us, “Post- 
age due, 2 cents.” 

Train service on newspapers is very poor. Nearby towns such as 
Palmyra receive papers 2 days late. That is 23 miles from where I 
live. A letter gets there in 24 hours. A paper gets there in 3 days. 
I mention that because I said the postal service is poor, and I would 
like to give some indication of how poor it is. 

Under the act of July 14, 1952, the burden of making the statement 
of post office charges on papers mailed is placed on the newspaper. 
This, in turn, relieves the post office of hours of work. 

Whenever possible, newspapers will turn to motor routes even if it 
adds a small additional cost of postal rates increase. This will mean 
a loss of business for the post office. 

The cost of mailing our papers for the first 6 months of 1951 
amounted to $666.07. For 1952 the cost was $824.54 for the first 6 
months, and the first 6 months of 1953 the cost was $966.81. So there 
has been some considerable increase. 

That concludes my statement. Thank you very much. 

The Cram MAN. In order to keep the record clear, I believe, Mr. 
Lindsay, that you expressed to the Chair that you ‘did not realize 
that you were expected to bring the additional copies of your state- 
ment. 

Mr. Linnsay. Yes, sir. Frankly, I did not understand the meaning 
of the act which was quoted to me. It said it will be under such and 
such an act, and that did not mean anything to me. 

The Cramrman. Are there any questions on my left? 

Mr. Bouron. Mr. Lindsay, you said in your statement, I believe, 
that the publishers would be glad to carry the cost commensurate 
with the service given them. Would you state for the record, then, 
sir, whether or not you and the members of your association would 
be in favor of doing away with the free-in-county service? 
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Mr. Lanpsay. You want me to state that they would be in favor of 
doing away 

Mr. Botton. Whether or not they would be in favor of it, 

Mr. Linpsay. I think that the majority of them would be opposed 
to it. 

Mr. Botton. As to the second question, sir, you made certain state- 
ments re arding the necessity for waiting until the Carlson committee 
had cone cluded its report. In connection with that, may I merely ask, 
would you be in favor of raising the national debt limit @ 

Mr. Linpsay. I would certainly hate to see the national debt limit 
raised, but I am positive it will be raised. 

Mr. Bouron. That is the problem this committee faces. 

Mr. Lanpsay. I do not think that a $20 million saving in second- 
class mail will affect the debt limit very materially. 

Mr. Boron. It is a very definite part of it. 

Mr. Linpsaxy. If you will pardon me, Mr. Bolton, I think if you 
could do away with 18,000 fourth-class post offices you would save 
$25 million right there. 

Mr. Bouton. I am under the impression, having just received notice 
from the Department, that is being done as expeditiously as the surveys 
can be made and comparable services extended to the patrons of 
the areas. I know they are doing it in Ohio in my district right now, 

Mr. Hacen. This is my thought, and I want to know how you feel 
about it. The impression I have received from the evidence we have 
had presented so far is that the Post Office Department in determining 
its costs allocates some charges to second-class mail, which costs should 
be chargeable to other classes of mail or to the public-service function 
of the Post Office De ‘partment. Do you agree with that observation ? 

Mr, Linpsay. Yes, sir. 

Mr. Hacen. Furthermore, is it true that they charge many of these 
costs to second-class mail and also to third-class mail, and we find that 
these costs and services are of no direct benefit whatever to users of 
second-class mail and users of third-class mail. 

Mr. Linpsay. That is correct. 

Mr. Hagen. I wanted to know for sure if it was your feeling that 
they do allocate some costs that are of no benefit whatever to second- 
class mail users, and yet they are chargeable to the overall costs, and 
allocated eventually to second class; is that right ¢ 

Mr, Linpsay. Yes, sir. 

Mr. Hacen. In your opinion, would this rate increase have as severe 
an effect on the small weeklies and dailies and the small magazines as 
on the big publishers and magazines ? 

Mr, Linpsay. I believe it will have more impact on the smaller 
publishers, although on some of the big ones it would be severe. 

Mr. Bouron. Is it not true in the newspaper business today that 
the field of circulation between 7,000 and 15,000 is the most profitable 
field within the ~ newspaper publishing business ? 

Mr. Linpsay. I do not know frankly. 

Mr. Botton. I admit it was a loaded question, and I apologize, but 
I have just gone into the publishing business myself. 

Mr. Linpsay. Mr. Bolton, I would be glad to find out that for you. 

Mr. Bouron. Thank you. 
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Mr. Hacen. Mr. Lindsay, on that point there are actually many 
more thousands of small weeklies and dailies below 7,000 or 8,000 cir- 
culation than those above. 

Mr. Lrypsay. Yes. I think you may fairly well judge as to who 
gets hit. by the editorial policy of the various papers. The ones that 
do not have ver y much mail service and all trucking, they editorialize 
that they want to pay higher rates, and the ones “that have a large 
mail circulation do not want to pay a higher rate. 

Mr. Hacen. How truly you have spoken. The Washington News 
in this town came out for the increase; some of the New York and 
Cleveland papers came out editorially for it. Do you realize, sir, that 
many large newspapers use the mails for less than 1 percent of their 
circulation. You could increase them 5,000 percent, and they would 
not care abit. In fact, they might even rejoice in it because then their 
competitors, the small weeklies and dailies would be forced out of 
business and they would have a monopoly in this country. Because 
it does not affect them one bit, why should they not ery for increased 
rates. In fact, some newspapers use the mails less than 1 percent of 
their circulation. Most of the metropolitan dailies of the country 
use the mails less than 3 percent. They could well get rid of even 
this portion of their circulation if the rates are increased, and they 
could well have no circulation by mail at all. Is that your observa- 
tion, too? 

Mr. Linnsay. Yes, sir. Of course, the metropolitan dailies like to 
deliver the day of issue, and they have to do that by truck. 

Mr. Reams. Will the gentleman yield right there? 

Mr. Hogan. Yes. 

Mr. Reams. That is certainly astonishing, because reports show that 
the Chicago Tribune and that is a metropolitan paper, has quarterly 
9.8 million copies that go through the mail. The New York Times, 
that is a metropolitan paper-—— 

Mr. Hagen. Yes; that proves my point. That is quarterly, every 
8 months. Thank you for the information. 

Mr. Reams. I still think that is a lot. 

Mr. Hacen. I have also a letter for the record from the Chicago 
Tribune circulation manager to the effect that some years ago, when 
this sort of bill was up before, about 3 percent of their circulation 
was going through the mail, and today it is less than that. 

Mr. Reams. That is still a lot of tonnage going through the mail. 

Mr. Hagen. Three percent is a lot. But Telatively speaking, when 
you take a small daily newspaper or weekly when it has 50 or 80 
percent of its papers going through the mail the impact is far greater 
than it would be on the large newspaper which has less of its circu- 
lation in the mail. 

Mr. Bourton. Would you yield on that point? 

Mr. Hagen. Yes. 

Mr. Borron. Do you refer to a small weekly or daily which has a 
circulation within its county of publication or do you refer to the 
so-called small daily or small weekly which has its circulation not only 
within its own county, but outside of that county? 

Mr. Hagen. I refer mostly to the latter category. Yes; there are 
many newspapers of the type which have their circulations largely in 
the county. They are not too vitally affected by this proposal. It 
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has been said no effort will be made to change second-class rates at 
this time» within the county. Does that mean there will be soon? 
There.are many newspapers which are on the edge of the county or on 
the corner of 3 or 4 counties. So many weeklies and small dailies 
have a large part of their circulation going through the mail outside 
of the county of publication. 

Mr. Broyutty. Mr. Reams stated that the Chicago Tribune has 
about 9 million copies going through the mail every quarter; and if 
they have a circulation of a million a day, that would be about 91 mil- 
lion per quarter. If 9 million are going through the mails, it would 
be 10 percent. 

Mr. Hagen. The circulation is well over a million a day, I am 
willing to accept the circulation manager of the Chicago Tribune’s 
view that it was about 3 percent of its circulation through the mail. 

One final question. In 1879, when Congress set up the second-class 
mail program, it was for the reason they wanted to encourage news- 
papers especially at that time in every segment of the country. They 
wanted to encourage small weeklies in new pioneer areas of develop- 
ment.in the country. They supported aaa encouraged such news- 
papers. In return for that the newspaper did publish many public 
notices of a Federal nature to assist the Government in its development 
program. 

Today, is it not a fact that the weekly newspapers especially, and 
the small dailies more so than the metropolitan dailies, will give much 
space to the Federal Government for all of its many, many agencies 
and departments free without charge as a news service to the people 
and’ also as a public service to the Federal Government and the 
public? Have you ever made any study or survey as to the amount 
of free space given by the weeklies and the small dailies of the coun- 
try to the Federal Government in the way of free publicity and serv- 
ice to not only the Post Office Department, which is aware of it, 
because they have such an information service and send out a lot of 
items, but many other departments ? 

Mr. Linpsay. No. I would say it was considerable. For my own 
experience, we have for the Post Office when they have examinations, 
we put in free of charge the recruiting services which take up a good 
de al of ae in the news columns and very little in the ad columns. 

Mr. Cote. Would the gentleman yield? Would that not be con- 
sidered as news? 

Mr. Linpsay. I expect it would be. I think the broad definition of 
news is anything that somebody does not know. I did not mean to 
be facetious. 

The Cuarrman. Mr, Alexander. 

Mr. Avexanper. Mr. Lindsay, you represent both small and large 
papers in your capacity as you appear here, do you not? 

Mr. Linpsay. Yes, sir. 

Mr. Atexanper. Would you give us an idea of the percentage of 
circulation as to how it is distributed, whether through the postal 
service or other means of tr ansportation ? 

Mr. Linpsay. I would say the mail subscription—this is not an 
accurate statement, because I really do not know the answer to your 
question except in a general way—I would say would be between 5 
and 9 pereent. 

Mr. ALexanper. I have letters from 2 or 3 of my small daily papers 
that state where it is possible for delivery other than postal, that they 
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use that means. That is not just local daily newsboys delivering. Is 
that, generally true with respect to the people you represent? 

Mr. Linpsay. Yes; I think it is. It 1s true in my Seo case. 

Mr. Axexanper. If this rate was increased, at what point do you 
think would be the maximum at which it would hurt the Post Office 
Department ? 

Mr. Linpsay. I think any increase would throw some of it into motor 
routes. 

Mr. Avexanper. That is all. 

The Cuatrman. Mr. Joseph Duffy, of New York, representing the 
American Booksellers Association, was here yesterday and did not get 
to appear. 

Mr. Bortron. Mr. Chairman, may I ask one brief question further 
for the record that has not been brought out by Mr. Lindsay ? 

Do you have any figures available to show how much increase there 
has been in the last 3 years in the rate paid to newsboys as the other 
comparable delivery system for newspapers? 

Mr. Linpsay. In the last 3 years? 

Mr. Botton. Yes, sir. In other words, since the last graduated 
rate raise went in. 

Mr. Lrnpsay. I do not think there has been any material increase. 
You mean the rate that the boys get? 

Mr. Boiron. Yes. 

Mr. Linpsay. I do not think there has been any rate increase in the 
last 3 years. 

Mr. Bourton. I appreciate that. Asa publisher I wish I was in your 
area. I would like to state that in my area the increase has been up 
to 50 percent. 

Mr. Gross. I think there has been an increase in the Washington 
area—very definitely. I have a boy who is a paper carrier. 

Mr. Linpsay. I would like to set the record straight on that, Mr. 
Bolton. This is for your information as a publisher. Our newsboys 
get 10 cents a week for each customer they deliver. Most of them have 
about 125 papers. So they make more than we do. 

The Cuarmman. We will work that out later. Thank you, sir. 

Mr. Joseph A. Duffy, executive secretary, American Booksellers 
Association. 


STATEMENT OF JOSEPH A. DUFFY, EXECUTIVE SECRETARY, 
AMERICAN BOOKSELLERS ASSOCIATION 


Mr. Durry. Mr. Chairman and members of the committee, I will 
endeavor to be brief and merciful. I know historically your commit- 
tee has been favorable to books and the general purpose of this report 
of ours is to show that the 25-percent proposed increase under the 
current bill would be in the nature of a direct additional tax on the 
booksellers of America. I represent as the chairman has told you 
the American Booksellers Association. We are a retail-trade associa- 
tion of approximately 1,400 small-business men throughout the coun- 
try. We do constitute the largest single group within the book 
industry to be affected by the proposals in H. R. 4052. 

I regret that I cannot give you any statistics fresher than 1950. 
but the picture has not changed in that length of time. In fact, if 
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anything, the picture for the bookseller has gotten a little bit worse. 

Since the time is limited, I will not go into an actual scale recital 
of the statistics that we do have, but I ‘do want to point out that the 
retail bookseller is not a major user of the mails. The mails, how- 
ever, are of major importance to him. By virtue of the long standing 
trade practices, he is absolutely dependent upon parcel post for the 
conduct of his business. Since he is the primary means of distribut- 
ing books to the American people, it is essential that the parcel post 
book’rate be maintained at a level which permits him to remain in 
business. 

Following a brief rundown of the most recent figures that we have, 
then, we paid postage on approximately 117 million pounds of books 
in 1949. This is a small figure when it is considered that the national 
total for second-class mail alone in 1949 was 2,133 million pounds. 
The bookseller paid between $6 million and $7 million in postage in 
1949, which again is a minor figure when compared with the total 
figure with which your committee is now concerned. But the book- 
seller’s s postage bill equals 87.5 percent of his normal operating profit. 

I want to present to you operating figures derived from the results 
of a cost survey conducted i in 1949 by the ABA and reported at their 
annual meeting in 1950. 

One hundred and twenty-two stores, about 10 percent of our mem- 
bers,. participated, and they represented a cross section of the profitable 
bookstore operations, both large and small, throughout the country. 
There are others, but we are sticking to those that did happen to make 
a few dollars. 

A detailed compilation of these results is appended to the copy of 
the statement which you have on file. The survey presents the usual 
percentage figures for rent, salaries, advertising, taxes other than 
Federal income taxes, and so forth, but for our present purposes, the 
two significant figures are these: First, postage, carriage, and freight, 
represented 1.9 percent of the gross operating income. The average 
operating profit before Federal taxes was 1.69 percent. 

Keeping these percentages in mind, let us apply other figures that 
we have at the ABA: 87.5 percent of all postage, carriage, and freight 
charges paid by the dealers are actually in postage charges alone, and 
there is no way for the dealer to bypass these charges. 

Therefore, the bookseller’s postage bill alone is 1.65 percent of his 
operating costs. This comes within an infinitesimal fraction of equal- 
ing his operating profit of 1.69 percent. 

Since it has been shown that the dealer’s postage bill is the equivalent 
of his average profit, it therefore follows as you increase his postage 
charges, you decrease his net profit by a like amount. 

The main point we wish to make, therefore, is that H. R. 6052, with 
the 25-percent increase in the book rate, necessarily decreases the book- 
seller’s operating profit by 25 percent. 

Looked at from another angle, this is the equivalent of an additional 
tax of 25 percent. Since the bookseller markup is a fixed quantity, 
he has no way of escaping the effects of this tax. 

Under present economic conditions, the retail book business could 
not sustain such a devastating blow. It is conceivable that we would 
witness a wholesale exodus of booksellers, both large and small, from 
the business. 
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Congress has for many years given special consideration to the 
cultural value of the printed word. At one time books were on a 
par with magazines and newspapers in this regard. Incidentally, 
we are not asking for a decrease in that rate. But the upward rise 
of postal rates on books has, step by step, destroyed that parity. 

Now, this newly contemplated 25-percent additional burden re- 
moves every semblance of consideration. A downward revision 
would seem far more in order if a wide distribution of books in the 
United States is conceded to be in the public interest. 

On behalf of the booksellers of America, I urge that this com- 
mittee exempt books from the provisions of H. R. 6052, I thank you. 

The Carman. You sell all kinds of books? 

Mr. Durry. Yes, sir. 

The Cuamman. Are there any questions on my right? If not, are 
there any on my left? 

Mr. Corz. I have one question. What do you charge for packaging 
and mailing? 

Mr. Durry. The booksellers, sir, do not charge for that service. 
It is sometimes charged for among publishers who conduct a direct- 
mail business, which is in a sense in competition with the booksellers. 

Mr. Corte. Do you know what that charge is? 

Mr, Durry. It would vary. I have been in the publishing business, 
and I know that those charges are usually based upon actual package- 
room operating costs. It might range from as much as 10 cents to 
15 or 20 cents, depending on the size of the book. 

Mr. Core. Including postage? 

Mr. Durry. No; that is exclusive of postage. 

The Cuamman. Thank you, Mr. Duffy. We have another witness 
who wants to be heard with almost the same title, except he repre- 
sents the Christian Booksellers Association, Mr. Dale B. Johnson. I 
believe Mr. Moore wants to testify in his place. In view of the similar 
testimony coming along, it would be appreciated if you would give us 
a rather brief statement, but tell us what your views are. 

Mr. Jounson. Just the reverse is true. I am Mr. Johnson. Mr. 
Moore was to be here. 

The Cuatrman. I beg your pardon. The gentleman testifying is 
Dale B. Johnson. You may proceed. 


STATEMENT OF DALE B. JOHNSON, PRESIDENT, CHRISTIAN 
BOOKSELLERS ASSOCIATION 


Mr. Jounson. May I make a statement before I read this brief two- 
page report? I ask for that permission due to the fact that my state- 
ment was prepared after my arrival here. I am appearing in lieu of 
Mr. Moore. Thus, I have prepared the statement after my arrival. 
We will not have the statistics and the legal terminology here. We 
are a young association. I do bring an exhibit of a couple of catalogs 
used in stores which operate through our association. All kinds of 
religious books are involved. The survey referred to by my report is 
made by Ernst & Ernst, and at that time we will have statistics. 
Probably before I make a statement, as a salesman of Bibles and reli- 
gious books, I appear here as Gideon. I am the man standing in the 
gap. 





POSTAL-RATE REVISION 283 


Here is the report. My name is Dale B, Johnson. My residence is 
at 1145 East Campeanu Street, South Bend, Ind. I am presently 
serving as president of the Christian Booksellers Association, a com- 
paratively new but growing organization. I am the owner and oper- 
ator of the Bible Book Center, an independent Christian bookstore 
in South Bend, Ind. 

Thus I am speaking on behalf of the membership of the Christian 
Booksellers Association as well as on behalf of my own 9-year-old 
business. This association started with a nucleus of 32 stores 3 years 
ago, and has now become an organization with a membership of some 
350 retail stores not only in the United States but also with a few 
members in Canada and several foreign countries. 

As an association one of our prime purposes is to “encourage the 
widest and most effective distribution possible of Bibles, Christian 
books, and other Christian literature and church supplies as a service 
to individual Christians, to churches, and to the Lord.” 

During the first year of existence as an association we had a survey 
taken of member stores to determine the nature and typical operation 
of the average Christian bookseller. We found that the typical book- 
seller is very small, doing an annual gross business of from $10,000 
to $100,000. We were surprised to find that we even had an organi- 
zation. In order that Christian bookstores “grow up” we have had 
carefully and cautiously to encourage the bulk of small operators to a 
bigger and better job of conducting business. 

One of the prime factors influencing the success or failure of the 
Christian bookseller then has been the inescapable vehicle of postal 
charges on incoming stocks to the stores and outgoing to the cus- 
tomer. A must for every operator in figuring his overhead expense. 
At present there is taking shape another survey which will be pre- 
sented to the membership in our fourth annual convention to be held 
in Chicago August 24-27 of this year. We can safely predict that 
the typical bookseller’s operation will show a very close margin of 
profit, possibly from between 1 percent to 2 percent before taxes. I 
shall not venture any further statistical reports until we receive the 
facts at the forthcoming convention. 

The need for wider and continued distribution of Christian litera- 
ture cannot be stressed too highly. We fear that there would be a 
definite drop or lowering of the distribution of Christian books and 
Bibles if the proposal embodied in section 5 of H. R. 6052 were enacted. 
There would be a lessening of spiritual activity resulting as fewer 
Christian books and Bibles were sold due to the increased rates. 

During the past years Congress and the Post Office Department 
have given special consideration to the value of the proper dissemi- 
nation of the printed word. We ask that there be no increase in rates 
on books, which already carry much higher rates than reading matter 
in magazines and newspapers. The effect of such an additional burden 
upon our stores would doubtless close a good percentage of the doors 
of the Christian booksellers. 

America needs the word of God by the printed page. Our aim is 
to make it available to the man on the street by a wider distribution 
of Christian books and Bibles. 

On behalf of the members of the Christian Booksellers Association 
I ask that this committee either retain the rates on books now in force 
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or even seriously consiaer a downward revision. In any event we urge 
that the provisions of H. R. 6052 dealing with the rates on books be 
removed from the bill by this committee. 

The Cuairman, Thank you, Mr. Johnson. 

Are there any questions on my right? If not, are there any on 
my left? 

Mr. Hagen. Mr. Johnson, is it still true that the Bible is the biggest 
seller of any book ¢ 

Mr. Jounson, Yes, sir; it is still true. 

Mr. Hacen. In other words, this increase would have the greatest 
impact on Bibles, compared to any other book, because it is the biggest 
seller in the country today ? 

Mr. Jounson. I believe that to be true. 

Mr. Corserr. Mr. Chairman. 

The Cuamman. Mr. Corbett. 

Mr. Corserr. This question does not pertain specifically to your 
business. All of the folks who have come here to testify use all classes 
of mail with few exceptions. I wonder if this gentleman, and I am 
going to ask other witnesses as they appear, what his opinion is on the 
contemplated increase on first-class nonlocal. How do you feel about 
that ? 

Mr. Jounson. How it would affect our picture? 

Mr. Corserr. No; you as a user of the mail have pointed out that 
this increase in your book rate would be very detrimental to your 
business. Would the increase in first-class bother you very much? 

Mr. Jounson. I do not believe so, not too much. 

The Cuamrman. Thank you, sir. 


Mr. Jounson. Thank you, Mr. Chairman. 
The Crarrman. The next witness is Mr. John M. Cory. Will you 
tell us rather briefly what you think about this legislation? 


STATEMENT OF JOHN MACKENZIE CORY, CHIEF, CIRCULATION 
DEPARTMENT, NEW YORK PUBLIC LIBRARY, REPRESENTING 
AMERICAN LIBRARY ASSOCIATION 


Mr. Cory. My statement is quite precise, and I think our time can 
be conserved if I read it in its entirety. 

The Cnairman. You may proceed. 

Mr. Cory. I am John Mackenzie Cory, chief of the circulation 
department of the New York Public Library. From 1948 to 1951 
I was executive secretary of the American Library Association and | 
have been asked by the president of that association to represent it at 
these hearings on H. R. 6052. 

The American Library Association is a professional organization 
of more than 20,000 librarians, libraries, trustees, and friends of 
libraries interested in the development, extension, and strengthening 
of our Nation’s library services. 

The association is most appreciative of the great public service 
rendered by the Post Office Department in distributing goods at low 
cost. to all the people of the land. While we believe the majority of 
our citizens recognize these services for their true worth, Congress 
might well, through a statement of policy, clearly define the public 
interest in such services to eliminate any misinformation or unwar- 
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ranted accusations regarding postal deficits. It should be made clear 
that the problems of postal deficits are entirely separate and apart 
from the matter of policy—already determined by Congress, and 
recently emphasized in its unanimous extension ef book rates to edu- 
cational films—the policy that our best and most effective method of 
disseminating educational information is through the facilities of the 
postal service. 

Librarians and users of libraries have long appreciated the aid 
given by Congress to the communication of ideas and information b 
establishing a special postal rate for books and a special libr: ary book 
rate within fourth class Through this enlightened policy Congress 
has assisted libraries to extend their services by mail, especially to some 
30 million people, mostly in rural areas, who do not have access to a 
local public library. Many of these people know and use the services 
of their State library which supplies books, pamphlets, periodicals, 
and films by mail upon request. The special library book rate con- 
tributes greatly to the economical provision of educational materials 
to rural people from local, county, and regional libraries as well as 
State libraries. Through the use of this special postal rate, libraries 
can also share their collections through interlibrary loans and multi- 
ply the usefulness of books to individuals, 

The American Library Association considered postal rates for 
books at its recent annual conference. The following resolution was 
adopted by the representative council of the association on June 
26, 1953: 


Whereas it has long been the public policy established by Congress to facilitate 
the wide dissemination of educational, cultural, and informational material 
by favorable postal rates for reading matter in magazines and newspapers and 
for books and to give all regions of the country equal access to educational 
materials through a uniform national rate; and 

Whereas the present postal rates for books are more than twice as high as the 
comparable rates for reading matter in magazines and newspapers; and 

Whereas libraries, schools, and other purchasers of books ordinarily pay 
transportation charges from the publishers and these charges are a major budget- 
ary item, especially to smaller libraries and schools in rural areas; and 

Whereas the Postmaster General has announced his intention of reducing 
the present postal deficit by requesting higher postal rates and increasing the 
efficiency of the postal service: Now, therefore, be it 

Resolved by the American Library Association in annual convention assembled 
in the city of Los Angeles, Calif., on June 26, 1953, That a single unzoned and 
uniform rate for reading matter—in books, magazines and newsparpers—and 
for educational audiovisual materials should be the ultimate objective to be 
sought ; and be it further 

Resolved, That such a uniform rate should be established on the basis of the 
educational, cultural, and informational values of a broad national dissemination 
of such material ; and be it further 

Resolved, That copies of this resolution be sent to the Postmaster General, 
the Secretary of the Department of Health, Education, and Welfare and the 
chairmen and members of the Senate and House Committees on Post Office 
and Civil Service. 


Early in this session the Senate Post Office and Civil Service Com- 
mittee authorized a study of the whole postal rate structure by an 
advisory council The association hopes that from this thorough study 
will come a statement of permanent policy on equal rates for all edu- 
cational materials. 

H. R. 6052, section 5, recommends an immediate 25-percent increase 
in postal rates on books. This increase would greatly handicap and 
further limit the use and distribution of books, the most reliable and 





286 POSTAL-RATE REVISION 


serious source people have for their reference and informational needs. 
Libraries also purchase magazines and Se on which much 
lower postage rates apply, ‘but the largest library expenditures for 
materials are still for books, and on book purchases libraries usually 
pay the transportation charges. 

Juring periods of rising costs, libraries must try to expand their 
already inadequ: ite services with diminishing dollars. We think they 
have been very successful in this by being flexible and employing up- 
to-date management principles to increase their efficiency. They have 
made use of modern book-charging equipment and labor-saving devices 
in book ordering ; bookmobiles have been employed to serve more peo- 
ple at less cost since they do not necessitate the purchase of property ; 
libraries have joined together in city-county or regional arrangements 
to cut expenses. All of these changes have been brought about to 
some extent by the constant need to stretch the budget dollar. Further 
increases in postal rates are bound to result in a decrease in the buying 
power of the library book budget. This applies to increased first-class 
rates but especially to the book rates. Since 90 percent of all libraries 
are supported from public taxes this will mean either higher taxes or 
fewer books available for public use. 

We believe that the book rate and the equal rate for educational films, 
which was established in the bill signed by the President on July 20, 
should remain where it is now, after having been increased by some 
800 percent in the last 11 years. The American Library Association 
therefore recommends the deletion of section 5 and section 8 (a) (4) 
from the bill, H. R. 6052. 

The Cuarrman. Thank you, Mr. Cory. Are there any questions’ 

Mr. Corzerr. Mr. Chairman, I would like to ask this gentleman the 

same question. How do you feel about the increase on first. class? 

Mr. Cory. Unquestionably any increase on first-class rates will 
reduce the moneys available to libraries for other purposes, although 
probably to a lesser extent than an increase in the book rate. On the 
other hand, the book rate has been increased in recent years at a dis- 
proportionate rate. Further increases would seem less justified i 
many ways than possible increase in the first-class rate. 

Mr. Cornerr. But you would not feel that the first-class increase 
would be a serious item in our operation. 

Mr. Cory. Probably not. However, the libraries again that would 
be most affected would be those that serve the sparsely settled rural 
areas, and which in general have the lower budget. So while it might 
not be a serious increase and not as serious as the book increase, it 
would nevertheless increase the educational functions of those agencies. 

Mr. Corsetr. Would the gentleman tell me how much the book rate 
would yield to the Post Office? What is the estimate there? 

Mr. Cory. I can get that for you from the report of the Post Office 
Committee. 

Mr. Corser. The clerk here gave me the figures. This increase in 
the book rate which you feel will be quite detrimental will only 
yield about $3,500,000 to the Post Office, and the increase in the first 
class will yield $150 million. 

That is all, Mr. Chairman. 

The Cuatmrman. Thank you. Mr. Dowdy. 
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Mr. Dowpy. I have noticed that several of the witnesses this morning 
stated that all reading matter should have a uniform rate. This ques- 
tion enters my mind, I think there is some reading matter that 
ought to have a prohibitory rate for it. But we have different reading 
matter. For instance, educational and religious and then fiction, and 
we have scientific matter. Do you feel that the rate should be uniform 
on all, regardless of what it is? 

Mr. Cory. Yes, sir, I do. I think the difficulty of distinguishing 
between materials of greater and lesser educational value is an ex- 
tremely difficult task, considering the differences in individual reader 
needs and interests. I think the preponderant educational cultural 
value of book publishing should justify a uniform rate. 

Mr. Downy. I want you to understand that I am not trying to make 
a point. I am just trying to get some information to help me. Do 
you think that school textbooks should have the same rates as fiction 
or lesser rates? 

Mr. Cory. We would like to see them all have a uniform and equally 
low rate. In the public libraries, for instance, and other libraries, 
fiction and nontextbook material is used, and with educational effect, 
in the same way that textbooks are in schools. So it is quite difficult 
to distinguish between classes of books in establishing any preferen- 
tial rates for one class of book or another. 

Mr. Dowpy. I can understand that would be true. That is all. 

The Cuarrman. Thank you, sir. 

Mr. Cory. Thank you, Mr. Chairman. 

The Cuarrman. We have Mr. Homer L. Thieman and Mr. Ward A. 
Neff. Mr. Thieman is manager of the Kansas City Daily Drovers 


Telegram and Mr. Neff is general manager of the Corn Belt Farm 
Dailies. Mr. Cole of our committee has requested that they be heard 
this morning. 

Mr. Corr. They circulate in my district. 

The CHatmrman. Then it is extremely important. Mr. Neff will 
present the statement. 


STATEMENTS OF HOMER L. THIEMAN, MANAGER, KANSAS CITY 
DAILY DROVERS TELEGRAM; AND WARD A. NEFF, GENERAL 
MANAGER, CORN BELT FARM DAILIES 


Mr. Nerr. Mr. Chairman, I am Ward A. Neff. 

The Carman. Do you have a statement for the reporter, and 
copies for the members? 

Mr. Nerr. I do. 

The Cuamman. Thank you. You may proceed with your statement. 

Mr. Nerr. I have just one formal statement to present which I will 
present. We are trying to conserve the time of the committee and we 
are limiting our testimony to one specific point, primarily, and if Mr. 
Thieman and I may conform to proper procedure by passing the ball 
back and forth between us when you ask questions, we will be very 
grateful. 

The CuarrMan. Very well; you may proceed. 

Mr. Nerr. Mr. Chairman and members of the committee, my name 
is Ward A. Neff. I live in Chicago and manage 4 newspapers 
called the Corn Belt Farm Dailies, located at the 4 primary live- 
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stock markets of the country, Chicago, Kansas City, Omaha, and St. 
Louis. They are the world’s greatest livestock markets, 

They supply the rural sec tions of Iowa, Illinois, Indiana, Kansas, 
Missouri, Minnesota, Nebraska, and Wisconsin with daily informa- 
tion about commercial and breeders’ livestock prices. Our present 
postage bill is about $42,000. On October 1, this will be increased 
about $10,000, or 25 percent, under the proposed new pound zone rates, 
provided by sec tion 2 (a) of H. R. 6052. We would prefer no in 
crease, but if rates are to be advanced we would rather pay increased 
pound zone rates, as they do not discriminate against our publications. 
What I came here to protest is an increase of about $80,000 which 
would result from the application to our business of the proposed 500 
percent increase in the minimum charge per copy, provided in sec 
tion 2 (c) of the bill. 

Our publications are mailed at the present pound rate subject to 
the existing minimum per copy rate of one-eighth cent per copy. 
Most of our issues consist of 4 or 6 pages. Because of the size of the 
paper, most of our issues are now mailed at the pound rate. Under 
section 2 (a) of H. R. 6052 it is proposed to increase the pound rate 
25 percent on October 1 and 17 percent more next July 1. Section 
2 (c) increases the minimum per copy rate to one-half cent per copy 
from one-eighth cent per copy, an increase of 300 percent effective 
Ortober 1, 1953, just 2 months hence. The effect of this proposal will 
be to require substantially all of our papers to be nailed at the mini 
mum per copy rate of one-half cent. 

The 800-percent minimum per copy increase is contrary to the 
Postmaster General's stated objective of cutting the second-class deficit 
by gradual increases which will not cause serious dislocations. We 
do not believe that our subscribers can stand the very substantial 
increase in subscription rates that this $80,000 increase in our mailing 
costs would require. We are also « ommitted. to a substantial number 
of subscribers on a 2- and 3-year basis which would permit no early 
increase in the subscription price. In the event section 2 (c) is en- 
acted, suspension of our publications seems likely, with a resulting 
injury to us and to our subscribers. Most of them are entirely depend- 
ent on us for up-to-the-minute market information necessary for 
profitable livestock operations. The breeders, feeders, and shippers 
served by our Kansas City Daily Drovers Telegram call it the stock- 
man’s bible. The same appellation also apples to our other three 
publications, the Omaha Daily Journal-Stockman, the Chicago Daily 
Drovers Journal, and the St. Louis Daily Livestock Reporter. 

It is of prime importance that the exact nature and kind of these 
newspapers, the character of their readers, and the service being ren- 
dered to them be well understood. To that end we offer in evidence 
a recent copy of each of them, which we have identified as A, B, C, 
and D. I think they have been distributed, and all of you have them 
in hand. They are of full newspaper-page size, are printed on news- 
print, and are run off on high-speed newspaper presses because prompt 
delivery to readers is an essential factor of their service. 

We wish to present what these newspapers are in content and the 
character of service they render in return for the $7.50 subscription 
price charged for each of them, by calling attention to the text of the 
front and back pages of the accompanying circular, obviously used 
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for advertising-sales promotion, which we have identified as exhibit E. 
I ask that in.its entirety, but I wish now to stress certain paragraphs. 

The focal points of the vast livestock industry are, as a matter of 
course, situated in the livestock-producing area. Chicago, Kansas 
City, Omaha, and St. Louis are the world’s greatest livestock markets. 

Mr. Core. Will the gentleman suspend “for a moment to correct 
that statement? St. Joe is also one of the leading livestock markets. 

Mr. Nerr. It has been competitive among all the markets that 
make claims—— 

The CHatrman, St. Joseph is recognized as one of the leading 

vestock markets of the world. I come from that area and agree with 
the gentleman. You may proceed. 

Mr. Nerr. Millions of dollars are paid for livestock every day. 
At these points supply and demand meet, prices are est: ablished, and 
millions of dollars are paid to producers in cash every business day 
of the year for their cattle, hogs, and sheep. These markets deter- 
mine the prices of all livestock each day regardless of where sold. 

Practically every dollar’s worth of this enormous volume of trade 
is transacted on the basis of the market reports and livestock news 
contained in the Corn Belt farm dailies, which comprise the following : 
Chicago Daily Drovers Journal, Omaha Daily Journal-Stockman, 
Kansas City Daily Drovers Telegram, and St. Louis Daily Livestock 
Reporter. 

These publications have grown up with the industry, are an integral 
part of it—recognized by producers and as well by packers, courts, 
colleges, railroad, and other livestock interests as the standard of 
authority. Among other livestock interests are the banks and cattle- 
loaning companies that loan money to the producers for their 
operation. 

News is the most interesting thing in the world and the Corn Belt 
farm dailies go into the best livestock farm homes in the Corn Belt 
each day—not once a week or once a month, but each day—with the 
news. These publications are expected. They come as regularly as 
the mailman. They are a part of the day’s program. Reading them 
is as much a daily chore as feeding the stock. What they contain 
today has added interest because of what they contained yesterday— 
ontinuity. 

Not enough time elapses between issues for interest to lag. The 
market news, the farm news, the world news of today sets the stage for 
that of tomorrow. So it goes day in and day out, year after year— 
continuity. Its potency in establishing reader interest is a demon- 
strated fact inthe Corn Belt farm dailies. 

Millions of dollars are paid for cattle, hogs, and sheep every day at 
the four great livestock markets, and we will add St. Joe and Fort 
Worth. Each day the market story is new, vital, and interesting. 
Other markets are also of prime importance—corn, wheat, oats, hay, 
feed, hides, wool, milk, butter, eggs, poultry, and so forth. These and 
many other price quotations and trade notes such as western range 
conditions, eastern meat trade, exports, financial, and so forth, are 
eagerly read because such information is news. 

Agri icultural news—important farm meetings, disease outbreaks, 
legislation, State fairs, up-to-the-minute crop reports—all the inter- 
esting and worthwhile happenings are passed on to the readers each 
day. 
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Progressive livestock farmers are likewise interested in the news 
of the world. They get it in the Corn Belt farm dailies, all four of 
which have United Press leased wire service. Only in these daily 
publications of the livestock industry is world news selected and 
edited especially for farm readers. This results in complete but 
condensed service so highly appreciated by the whole family that the 
majority of subser ibers take no other metropolitan daily. 

Breeders of purebreds, as distinguished from producers and feeders 
of commercial livestock, also value the specialized service of the Corn 
Belt dailies. Prize awards at the big livestock shows and expositions. 
public-auction-sale reports, breed-association activities, and news of 
the breeders and their herds always appear first, generally more com- 
pletely and often exclusively, in these papers. The largest. staff of 
expert purebred livestock field representatives in America gather news 
covering all breeds of purebred animals. 

These newspapers are not offered for sale on the newsstands. Few 
are distributed at the market centers by carrier. For our purposes 
here we may consider that they are distributed entirely (99 percent 
or more) by mail to subser ibers on rural routes throughout the prin 
cipal livestock- producing areas of our country. On the 2 inside pages 
of exhibit E there is shown in color the primary and in part the 
secondary circulation area of each of the 4 papers, and, combined, 
the same for the group. The dots represent relative density of circula- 
tion rather than numbers of subscribers or of papers distributed. 

Accompanying and designated as exhibit F also is a current cop) 
of the annual yearbook of figures of the Chicago Daily Drovers Journal 
which has been published for many years as a service rather than a 
moneymaking enterprise. It is compiled and edited by the news and 
market staffs and contains much cumulative statistical data previously 
appearing in the columns of our four publications. 

P erhaps I should emphasize at this point that we have nothing to 
say on the postage rates on the distribution of this book or this circular 
marked “Exhibit E.” They are merely brought to you to indicate 
the character of our publications and the kind of service they render. 

The yearbook does illustrate in compact form the volume of sta- 
tistics that we gather with our own editorial staffs in a way that the 
xamination of : any single copy of a paper would not. 

I have read the statements made in support of the bill H. R. 6052 
and have found none offered in support of the 300-percent increase 
in the minimum per-copy rate. Mr. Summerfield could not have had 
this increase or its impact on us in mind when he assured this com- 
mittee that the increases provided in the bill were small and were 
to be made in two installments. This increase is, on its face, out of 
all proportion to the other increases proposed in the bill and becomes 
effective all at. once—on October 1, 1953. 

So far as I can discover, no representative of the Post Office Depart- 
ment has given this committee any data as to the expected impact of 
the minimum per-copy increase upon any publication or class of publi 
cations. Your record is apparently barren of any justification for 
immediately quadrupling any of the existing rates. 

Prior to April 1, 1952, there was no minimum per copy second- 
class rate. At present there has been only 16 months experience 
with this kind of rate as applied to publications of our class. Before 
any increase, much less a 300-percent increase, may. be acted upon 
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utelligently, the committee should have some evidence as to its pur- 
pose. My own research indicates that the proposed additional second- 
class revenue of $19 million will be entirely realized by the increases 
n the pound-zone rates and that the minimum per-copy rate increase 
s not. expected to produce enough revenue to have any substantial 
effect upon the second-class deficit. 

If the Post Office Department has data which is supposed to justify 
this 300-percent increase, I believe it should be offered to the committe. 
(he adversely affected publications should then have a chance to 
.nalyze it and supply their analyses to the committee. If the Depart- 
nent has no such data, there can be no excuse for including that 
ncrease in the bill, and I respectfully suggest that the bill be amended 
by omitting subparagraph (c) of section 2. 

Mr. Homer L. Thieman, who is the manager of the Kansas City 
Daily Drovers Telegram, 1 of the 4 papers in question, and who is also 
familiar with the circulation problems of the other 3, has also been 
invited to testify and is here to help answer any questions you may 

ave as to the effect of the bill on our publications. We should be 
happy to devote the remainder of our time to answering whatever 
questions my testimony may have suggested, 

The CuarrMan. Thank you, Mr. Neff. Are there questions on my 
right @ 

Mr. Rioprs. Yes. 

The Cuairman. Mr. Rhodes. 

Mr. Ruopes. Mr. Neff, are your publications listed in the preferred 
lassification ? 

Mr. Trueman. No, sir. You mean the fraternal groups and such 
things { 

Mr. Ruopes. Yes. 

Mr. ‘THmMAN. No, sir; we are a private organization. 

Mr. Ruopes. I do not know whether you mentioned the increase to 
your newspapers because of the increase in per-copy rate in the 1951 
law. 

Mr. Tuirman,. That did not affect us too much because the only size 
ssue that it affected is our 4-page papers. We publish a few of them 
! think about an average of 60 or so a year—and on that size issue the 
one-eighth-cent minimum applied. On larger papers it did not apply. 
However, this proposed one-half-cent minimum would apply on all 
papers up to and including 10 pages. In the last year, I think, we 
had only three papers larger than that. 

The point about this is that that one-half-cent minimum would 
ucrease our postage rate from 243 up to 466 percent on 80 percent 
of the papers that we publish, as far as our best study of the situation 
ndicates. 

Mr. Ruopes. I am glad to have that information, because I think 
that little gimmick in ‘the bill will increase not only your publications 
but a lot of preferred publications, as the last bill did, increases of 
is much as 500 and 1,000 percent. I do not think it was the intent 
of this committee at that time. You call attention to a very impor 

nt provision in this bill. 

Mr. Tu1eMan. I thought the preferred publications were not sub 
ject. under this bill to the one-half-cent minimum. Am I mistaken? 
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Mr. Ruopes. It did not work out that way in the last bill. Pre- 
ferred publications also got that increase, although in the bill it:did 
say that certain publications were to be exempt, religious, fraternal, 
andsoon. But it did not work out that way. 

Mr. Jarman. You indicate in the statement that your present post- 
age bill is about $42,000. 

Mr. Trreman. That is right. 

Mr. Jarman. Could you give what your gross receipts from the 
publications are for the same ‘period of time? 

Mr. Tureman. Yes. 

Mr. Jarman. In other words, what percentage your postal. bill 
would be of your gross receipts. 

Mr. TuteMan. I got notice to appear for this hearing last Sunday 
morning, and we had a time getting together what information we 
had, and I do not know that answer to that. 

Mr. Jarman. Could you roughly estimate what the postal bill would 
be of the overall financial picture for a year’s operation of your 
publications ? 

Mr. Nerr. I do not know the import of that question. I cannot give 
you any exact percentage. We know our postal costs, of course, but 
I do not know that we ever calculate the percentage of what this cost 
or that cost is against the total cost. 

Mr. JARMAN. Have you ever figured the percentage of postal costs 
in the overall cost factor of producing and distributing your papers / 

Mr. Nerr. I think not. What we are interested in in this matter 
is the dollars costs and we are not so much interested in the question of 
what our percentage to our total cost is. What we have to do is to 
get from under this proposal on a dollars cost. It does not make any 
difference when you add $80,000 on the postal costs or whether you 
add it on some other costs. The effect is going to be the same as far 
as our service is concerned. 

Mr. JARMAN. I understand that, but you indicate in your statement 
even the possibility of suspension of publications seems likely with a 
resulting injury to your subscribers. So I was trying to get some kind 
of picture of what effect percentagewise—— 

Mr. Nerr. We have been in an era of rising and mounting costs. 
The newspaper-publishing industry, speaking for ourselves rather 
than the industry, is pressed to secure revenues to continue publica- 
tion in the face of these mounting costs. 

Now, some time we reach the point where the straw breaks the 
camel’s back. We figure we are in jeopardy and dire jeopardy. 

Mr. Jarman. I understand that. It would be of interest to me in 
view of the statement of a condition as serious as you indicate to 
know what the overall records of your business would be, what the 
profits for a comparable period of time would be, and what percentage 
of your operations, both as to overall costs and profits, the $42,000 
would re present. It would be simply a clearer analy sis of what you 
indicate is a very serious proposition. 

Mr. Nerr. We are having difficulty making any profit at all under 
present operating conditions. 

Mr. Corsetr. Would you repeat again what the increase in cost 
would be of your postage under this proposal ¢ 

Mr. Nerr. I think it was $80,000. That is under the one-half cent 
minimum. 
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Mr. Corsetr. Yes. 

Mr. Nerr. Yes, $80,000. 

Mr. Corsetr. It would increase $80,000? 

Mr. Nerr. Yes. 

Mr. Tuck. What do you pay now for one piece of mail ? 

Mr. Tureman. I do not know exactly. It costs us about an aver 
ige of 55 cents a year for 300 issued. 

Mr. Tuck. One-eighth of 1 percent? 

Mr. THremMan. Yes, somewhere in there on the average. 

Ma. PucK. And you get the same service on that that you get on 
the first-class letter ? 

Mr. Tureman. No, sir; I wish we did. Theoretically we do, but 
actually one of our circulation difficulties, and they have been in 
creasing yearly, has been the fact that we cannot get these papers de- 
livered to our subser ibers, or entirely too many of them, the next day 
like we could 20 years ago. They have been discontinuing too man) 
trains and too many rural-route carriers who are leaving before trains 
arrive in their towns. It has resulted in many cases in our practicalls 
ceasing to serve towns, I started to say, the more remote areas, but 
that is not always the case. Sometimes we cannot reach towns that 
are very few miles from our publishing points the next day. 

The CHamman. Is this not a fact, that other newspaper compet 
tion is a thing that hurts to a great extent? The Kansas City Star 
and ‘Times publishing two papers ‘are competing with the Daily 
Drovers Telegram, and they do compete because they do devote a con 
siderable amount of space to market news. 

Mr. TriemMan. We do not consider the Star and Times serious com 
petition. 

The Cuarrman. I know I have taken your paper many years, but 
since I got the information in the Kansas City Star and Times, I 
get it. 

Mr. TutemMan. They do not publish the type of thing we do, Mr. 
Rees, in anything like the detail we do. We are a business paper. 
Chey are a metropolitan daily. 

Mr. Core. Mr. Chairman, would you yield? 

The Cuamman. I was talking about the competition. 

Mr. Coix. The Kansas City Star does publish a weekly that per 
tains to the subject matter of the publication of the gentleman now 
testifying. Also the St. Joe Stockyard Journal publishes a weekly 
that pertains to the same subject. 

Mr. TuHiteman. We are not worried about them anything like we 
are worrying about this half-cent minimum. 

Mr. Corz. If I may have the floor for just a moment, Mr. Chairman, 
I would like to substantiate my assertion a moment ago, reading froin 
your own publication, exhibit F, where I said a moment. ago that St. 
Joseph was one of the leading livestock centers of the United States. 
Page 32 of your own publication shows the hog receipts at Kansas 
City of $811,880 and at St. Joseph, $1,105,779. That is for 1952. I 
could go back 10 years and you could find the same ratio. 

Mr. Trreman. It isa good market. 

Mr Couz. I just wanted to substantiate the remark I made a moment 
ago. Iam not a member of the Chamber of Commerce of St. Joe. I 
am just proud of my own city. 
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Mr. Corser. I wanted to make a point of order, but since we started 
these proceedings by cutting up bulls, we can stand some more of it. 

Mr. Gusser. Would you mind telling me what your rate per column 
inch is to your advertisers today ? 

Mr. Tureman. We have several different classes of advertising. On 
purebred advertising for the four papers, it is $10 per column inch. 
On commercial advertising it is 65 cents a line, 

Mr. Gupser. On that purebred ad, what did you charge for that 10 
years ago! 

Mr. Tuieman. If I recall correctly, $9. 

Mr. Gueser. You have only gone up a dollar? 

Mr. Tureman. Yes. 

Mr. Gurser. The reason you had to go up that dollar was because 
of increased costs: is that right? 

Mr. Tureman. Yes, sir. 

Mr, Gupser. In other words, the advertiser has been bearing the 
burden of increased costs in the past. 

Mr. Tureman. We have increased our subscription rates also. Our 
subscription rates have gone up more. 

Mr. Gupser. This is your paper; is it not / 

Mr. Tureman. That is one of them. 

Mr. Gupser. Under the present setup you are sending this for one 
eighth of a cent? 

Mr. Tureman. On an average. 

Mr. Gusser. It is my understanding—you contradict me if I am 
wrong, please—that this type of matter has been receiving treatment 
in the post offices which compares quite favorably with the treatment 
that first-class mail receives. In other words, it goes out pretty fast. 
I cannot help but think that for a dollar you could send 800 of these 
through the mail, which I imagine would make quite a stack, and yet 
for a dollar you can only send 331, first-class letters. 

Frankly, [ just wonder why this should not carry a half-cent rate 
if a first-class letter carries a 3-cent rate. I am wondering, too, if 
your subscribers would not be willing to pay that cost and have 
it taken off their tax bill where it is now hidden behind the postal 
deficit. 

Mr. THtMan. Some of these things are, of course, matters of opin- 
ion. One thing that is not taken into consideration there when you 
compare that with the first class is the way in which these papers are 
presented to the post office. I do not recall just how many bags of 
mail we send over to the post office in Kansas City each day, but I 
suppose it would be 80 or 100, The post office in Kansas City opens 
and works either 2 or 3 of those. The rest of them, the minute they 
are weighed—the bag tag shows what train they are on—they go on 
the train and go right out. The Kansas City post office does very 
little with them. They cannot do that with 100 first-class letters. 

Mr. Gupser. I think we all agree that this is a much easier piece 
of mail to handle and much less costly to handle than the first-class 
letter. The point I am trying to get across is, this is only 4 percent as 
expensive to handle as would be a first-class letter because the first 
class letter costs 24 times as much to handle as this piece, 

Mr. Tureman. I do not know how those percentages would..com- 
pare. I do know this: there is nothing in the current proposal of 
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Mr. Summerfield that asks for a 300-percent increase on any class of 
mail, Im fact, he makes a point of the fact that they are to be small 
increases and gradual, and that they are not going to hurt anybody 
too much. A 300-percent increase will hurt us seriously 

Mr. Gupser. Of course, maybe you were about 3,000 percent low all 
the time. That is a matter of opinion, though. 

Mr. Crevenia. I have never seen one of these publications before. 
By a strange coincidence, I am looking at a copy of the Omaha Daily 
Journal stock market, showing three generations of grosses. Along- 
side, of that there is a whole c olumn of | 50 young bulls ready for heifer 
service. Is that by any chance that this happens to be coincidental 
with the problem that we have! 

Mr. Tureman. No, sir. 

Mr. Hagen. Mr. Chairman, may I ask a few questions? 

The Caamman. Mr. Hagen. 

Mr. Hagen. On this charge of one-eighth of a cent per copy as a 
minimum, no doubt there are many hundreds of publications through- 
out the country that get that one-eighth-of-a-cent rate. In other 
words, the public ation is so small in weight and size that it pays the 
minimum; is that right? Do you have some publications that now 
pay the minimum of one-eighth ? 

Mr. Tuieman. Yes, Mr. Hagen. Our four-page papers take the 
one-eighth minimum. 

Mr. Hagen. But publications of more pages, say, eight pages or so, 
pay more? 

Mr. Tureman. If we have a larger paper than four pages, then the 
pound rate applies at present. But the other part of your question, 


the one-eighth-cent minimum applies to very few private papers so 
far as I know. It "—- also to the relatively exempt papers, like 


fraternal, and so on. ut this bill that is before the House now does 
not increase that one-eighth-cent minimum for those papers. It in- 
creases only for privately owned papers such as ours, as I under- 
stand it. 

Mr. Hagen. And some businesses and commercial people, some 
churches and others, have house organs and chambers of commerce 
have bulletins which are entered as second class, and it would apply 
to those? 

Mr. Tureman. Yes, sir. 

Mr. Hagen. The rate of one-eighth-cent minimum and the other 
rates of second-class mail have been in existence for some time. So 
you base your operations and your costs on the existing rates; is that 
right? 

Mr. Trreman. Most of these papers started about three-quarters 
of a century ago. Our whole operation has been based on that sort 
of rate setup. 

Mr. Hacen. So any increase of 300 percent, or even 50 percent 
would be a drastic rate increase, and would be difficult to harmonize 
and develop into their operations suddenly; is that right? 

Mr. Tureman. We think it would be impossible. 

Mr. Hacen. If you increase the postage rate as drastically as 300 
percent or even 50 percent, which is a very big increase in cost to 
any business, you would have to perhaps increase your subscription 

rate; is that right! 
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Mr. Trueman. Yes, sir. I was circulation director for this group 
of papers for 8 years, and we are very, very skeptical of our ability 
to maintain anything like a serviceable circulation if we increase 
these subscription rates in the face of the current agricultural 
situation. 

Mr. Hacen. You would even have to reduce the quality of your 
publication and put less costs into the makeup of the paper. 

Mr. Tureman. You have to have just as many men on hand in your 
composing room to set a 6-page paper that goes to 1,000 people as for 
one that goes to 20,000. There are many costs that we cannot reduce. 

Mr. Hacen. In the case of increased subse ription rates, your cirecu- 
lation would go down somewhat. Then your advertising revenues 
would go down somewhat. 

Mr. Tureman. Yes, sir. 

Mr. Hacen. Is it fair to si ay then your profit would go down, and 
you would pay much less income taxes to the Government at the end 
of the year? 

Mr. Tureman. Yes, sir. 

Mr. Hagen. So actually there would be no saving to the taxpayer 
by raising the cost of postage so drastically because in the long run 
you may pay less money to the Government than you do now. 

Mr. Tuteman. We have been unable to locate any information 
that would indicate that that one-half-cent minimum would have 
any substantial effect on the postal deficit. 

Mr. Corr. Will the gentleman yield for a question ? 

Mr. Hacen. Yes. 

Mr. Corx. Could you not absorb a one-fifth-cent minimum ? 

Mr. Tureman. Our purpose in coming here is to get fair treatment 
with other publishers. That means pound rate. This minimum is 
something that got into the last postal law and what we should have 
done was to come down here and fight it then. We did not realize 
what was going on or that it might be a jumping-off place for some- 
thing that would hurt us seriously. So we did not do it. We think 
that we should have the same sort of treatment that all other larger 
publishers get, a single-pound-zone rate. 

Mr. Corr. I understood you to say you had a one-eighth-cent mini- 
mum at the present time. 

Mr. Tureman. Yes, sir. 

Mr. Corz. One-fifth would not hurt you too much. 

Mr. Trreman. It would not be too much difference. We are 
against the one-eighth, too. That slipped in before we knew it. 

Mr. Nerr. It is poison administered in small doses, but neverthe- 
less it is a poison and it stands a chance of being fatal. 

Mr. Hacen. This new provision of the bill of increasing the mini- 
mum rate from one-eighth cent to one-half cent is totally discrimina- 
tory to the little publisher, little-business people, the person with a 
small magazine or publication, and it does not in any way affect the 
big publications of heavier weight. 

Mr. Tureman, That is certainly true. A publiestion that has a 
coverage area similar to ourselves and goes by mail—like Christian 
Science Monitor—I do not think they would worry about this par- 
ticularly because all of their issues are large enough so that the pound 
rate would apply. That is what we want to apply to us. We do not 
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want to have a minimum rate thrown at us, and be discriminated 
igainst. We want the pound rate, the same as everybody else. 

Mr. Hacen. But the Christian Science Monitor circulates through- 
out the whole country and perhaps goes through the mail more than 
most any other newspaper, so they would feel a tremendous impact 
from ‘the increase of rates. If this bill would apply to-them in any 
way, they would pay a very heavy load. 

Finally, in conclusion, if you use the mails 99 percent for your cir- 
culation—and I understand you do for some of your publications— 

Mr. Tureman. For all of them. 

Mr. Haqen. And another publication only uses the mail for 10 
percent of its circulation, but you—as the best customer who has been 
giving the Post Office Department all of your business on some of 
which they make a profit—you are discriminated against because the 

new cost load will be 10 times greater for you to carry than for a 
publication which does not use the mail. 

Mr. Tureman. Yes, sir. 

Mr. Hacen. Thank you very much. 

Mr. Borton. Mr. Chairman. 

The Cuarrman. Mr. Bolton. 

Mr: Bovron. You made a statement a moment ago that I wanted to 
make sure I understood correctly. I want to make it clear that I am 
not asking for any purpose except to make sure I understood you cor- 
rectly. 

You said that necessarily if you raise your circulation rate, your 
‘irculation is going to go down. Has that necessarily been the long- 
term trend of your newspapers ? 

Mr. Tureman. No, sir; not in the last 15 years. The long-term 
trend, I do not know what you mean. If you take 30 years, it most 
certainly has been. We do not have the circulation we did 30 years 
ago. 

Mr. Botton. What I am getting at, sir, is that you stated a little 
while ago you were forced to raise your circulation subscription rate. 

Mr. Tureman. Yes, sir. 

Mr. Bouton. Did that immediately cause a serious drop in your cir- 
culation ? 

Mr. Tureman. It caused some drop, nothing like a serious drop as it 
would cause now because when our rates were raised, at that time it was 
a time when every cattleman in the country who was running anything 
like an efficient operation was making plenty of money. It was also 
at a time when prices of all other things were rising and rising rapidly. 
So he took our subscription increase right in stride because he was 
making money. 

That is not the case now, but in reverse. I have talked to a number 
of stockmen within the last week and just casually mentioned we might 
have to raise our subscription rate. It certainly has been a discour- 
aging experience. They do not think it will work. They are frank 
to tell me so. 

Mr. Borron. Do not misunderstand me, sir. TI happen to be in the 
camé business, and I am very conscious of what is happening in costs 
in the publishing business. Let me ask you the question T have asked 
of other witnesses. Would you favor raising the national debt limit ? 
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Mr. Tuieman. I do not pretend to be an expert on that. I would 
hate to see it raised. The thing I came here to get done was to stay 
in business. I know for sure if we do not stay in business, we are not 
going to help keep it from raising. 

Mr. Bouron. — do you feel that your subscribers will react when 
the general news gets around that since 1933 the farm-subsidy pro 
gram, exclusive of wartime consumer control, has cost the Govern 
ment less than a third of the loss to the Government caused by second- 
class mail ¢ 

Mr. Tu1eman. I have given up trying to analyze what the farmers 
think about the subsidy program. 

Mr. Boiron. Do you not think their reaction to the subsidy pro 
gram on second-class-mail users would a an adverse effect on your 
circulation ¢ 

Mr. THreman. Would you repeat that question ? 

Mr. Botton. Do you now feel, from the taxes they are paying and 
the beating they are taking publicly on the farm-subsid prea 
when they find that in effect you as a user of the second-class mail and 
publisher are receiving three times what they are receiving—that their 
attitude will change to your paper? 

Mr. Tureman. You mean they will resent our being subsidized, as 
you term it? 

Mr. Bouron. Yes, sir. 

Mr. Treman. No, sir; 1 do not. I think they would prefer tor*have 
us stay in business and supply them with the service we have been 
giving them. 

Mr. Bouron. Thank you. 

Mr. Hagen. Do we have any choice about raising the debt limit ’ 
We may not have a choice and Congress will do it without. hesitation 
if it is necessary to do so, and we will all be voting for it. 

The Cuarrman. It may hesitate. 

Mr. Hagen. Is that a fair observation ¢ 

Mr. Bouron. That may be true. 

Mr. Hagen. Another point about our farm subsidy, the administra 
tion we have in power today, and the President too, I believe have 
come out for the same identical program we have today, supported it 
and promised to improve it, as a matter of fact. So our own adminis- 
tration favors to some degree or another the subsidies we are paying 
today for soil conservation and other farm-improvement programs, 
the loan program to farmers, I think we are pretty well agreed on that 
up to this point. 

Mr. Bouron. I do not think, however, that we are agreed that we 
should pay subsidies to private-enterprise businesses who are in busi- 
ness to make a profit, as well as give a service. 

Mr. Gupser. Another very basic difference between the farm-sub- 
sidy program and this type ‘of subsidy is that the farm- subsidy pro- 
gram is in front of God and e verybody and everybody knows it. We 
vote in Congress for it, and are men about it. We do not hide it: be- 
hind a deficit and blame it on the Post Office Department. 

Mr. Hagen. We are trying to have these hearings to identify and 
segregate these subsidies ‘and bring them out. 

Mr. Gusser. You have done a good job of it. 

Mr. Hagen. Thank you. 

Mr. Downy. Mr. Chairman, may I ask a question ? 
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The Cuarmman. Mr. Dowdy. 

Mr. Dowpy. First, I should know, but it slipped me, what is the 
present’ pound rate on newspapers ? 

Mr. Tureman. One and one-half cents a pound for the editorial part 
and the rest of it varies depending upon the zones. 

Mr. Dowpy. I imagine first wat ented zones pretty well cover you, 
do they not? 

Mr. Treman. No, sir. I have the figures here, but we get into the 
third zone heavily and into the fourth zone quite a bit. Our circula- 
tion out of Kansas City, for example, gets down into Texas and Colo- 
rado and Oklahoma. 

Mr. Downy. Let us take the first and second zones; what is it now? 

Mr. Tr1eman. I would have to check it to be sure. 

Mr. Nerr. If I understand your question, the rates are contained 
on page 5 of the proposed rates of the Postmaster General's state- 
ment. 

Mr. Dowpy. I started to look for it but my desk is plumb full of 
statements and other stuff. 

Mr. Nerr. Would you care to look at this copy ? 

Mr. Dowvy. You might read it to me. 

Mr. Nerr. It is quite a tabulation. 

Mr. Downy. The first and second zone, what is the rate? 

Mr. Nerr. On the reading portion, also on the advertising portion 
when it does not exceed 5 percent of the total 

Mr. Dowpy. I have it now, I believe. The present rate is 1.8 cents 
for advertising. 

Mr. Nerr. That is in the first and second zones. 

Mr. Dowpy. That is right, and the third zone is 2.4. Eventually 
it will be 2.4 cents per pound on the reading matter and will go to 
2.5 cents. 

Mr. Nerr. That is not eventually. The proposal provides for two 
nereases effective July 1, 1954, will be the rates shown in the last 
column. 

Mr. Dowpvy. That will be 2.5 cents. Isay eventually. July of next 
year it will be 2.5 cents. ‘That will be a 1-cent increase. Then on the 
first and second zones by that time it will increase to 2.5 cents for the 
idvertising matter, and on third class it will be 3.5 cents. In other 
words, there is about a penny raise on those, from 114 to 214, and 
from 1.8 to 214. It is a little over a penny on the third zone. 

Mr. Jarman was asking a while ago trying to get some idea about 
the proportion of your postal costs. There has been some testimony 
given by other people in comparing the amount of their postal costs 
to their net profit before Federal taxes. Could you give us that 
information about your paper, either one of you ? 

Mr. Nerr. No. 

Mr. Dowpy. You have $42,000 postage cost now, and under the 
minimum cost per copy of one-half cent, did I understand you to say 
that would increase your postal costs by $80,000, or would make a 
total of $80,000. 

Mr. Nerr. No; increase by $80,000. That is over the present. 

Mr. Downy. That is what I wanted to get straightened out. You 
ire presently paying $42,000 a year, and you would pay $122,000 a 


22, 
year. 
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Mr. Nerr. You understand all these things necessarily. have to be 
calculations and estimates. 

Mr. Dowpy. Certainly. 

Mr. Nerr. We do not know from one day to another what our post 
age charge on any issue of the publication is going to be. We do 
not know until we get our bill from the Post Office Department. 

Mr. Dowpvy. I understand that. 

Mr. Nerr. Then we pay the higher of two rates. They figure it two 
ways. Our choice is the higher of the two. 

Mr. Dowpvy. The amount of money that the Post Office Department 
hopes to get by increasing the rates is also an estimate. We unde: 
stand that these are estimates. 

You see the reason we were rather interested in the comparisen:of 
your postal costs to your net profits before taxes. I was just hoping 
we might have that information along with Mr. Jarman’s question a 
while ago. 

I believe that is all. 

(Exhibits A, B, C, D, E, and F, will be filed in official committee 
file.) 

The Cuairman. Mr. Corbett. 

Mr. Corserr. Mr. Gubser, I wanted to get a little clarification on this 
matter of subsidy between agriculture and second class clear for the 
record. I wonder if before we go too far in that argument, what is 
the purpose of the Department of Agriculture? What do they do 
in the country ¢ 

Mr. Guzser. Maintain the stability of the agricultural industry, 
keeping pace with market situations, and buying when it is necessary 
and selling when they can. . 

Mr. Corserr. Does the gentleman know what the annual appropria- 
tion of the Department of Agriculture is? 

Mr. Gursrer. The only figure I am concerned with is the loss from 
the operation of the Commodity Credit Corporation. 

Mr. Corsetr. I am talking about the whole Department... We 
appropriate around $900 million a year. 

Mr. Downy. Mr. Chairman, may I suggest we are probably having 
a rollcall in the House ? 

Mr. Corserr. Let me finish the statement. 

Mr. Corr. Mr. Chairman, the gentleman raised a point of orde! 
when I was talking about it. I would like to know how this is appro- 
priate to the subject matter of the hearing ¢ 

Mr. Corserr. Mr. Chairman, in opposition to the point of order, 
the statement has been raised repeatedly the subsidy to the second- 
class users of mail is 2 or 3 times as great as the Agriculture Depart- 
ment. The point which I want to make is the fact that we appro- 
priate to the Agriculture Department to help the farmers. We appro- 
priate to the Commerce Department to help business far more than we 
appropriate to the Post Office Department. 

Mrs. St. Georce. Will the gentleman yield? ‘The gentleman stated 
we appropriated $900 million approximately to the Department of 
Agriculture. The gentleman is aware that we will have to appro- 
priate over $750 million to the Post Office Department. 

Mr. Corserr. Minus about $350 million of subsidies. 
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Mrs. Sr. Grorck. I know. We are not counting that. You are 
counting the subsidies with agriculture, and I am counting subsidies 
with this. It is also equally true, and I think the gentleman would 
igree with me, that judging by the way this deficit has been mounting 
year after year, that the next fiscal year it will easily hit $1 billion. 

Mr. Hacen. The Postmaster General says $594 million deficit. 

Mr. Corsetr. However, if I may have the floor back again—— 

Mrs. St. Greorae. $746 million. 

Mr. Hagen. That is what it was last year. 

Mrs. Sr. Grorce. I cannot talk about what they have done now. 

Mr. Bouron. Mr. Chairman, I want to make a point of order. I do 
not thnk we are accomplishing anything. 

The Cuarrman. Mr. Corbett would like to finish his statement. 

Mr. Corserr. Just simply that we have to some day start thinking 
n terms of the fact that appropriations for various projects to help 
\{merican business and help American farmers are not enough if they 
are put through one of those departments than if they were put 
through the post office. I am in favor of getting a bill out of here, 
and I am in favor of keeping deficits as low as reasonable, but you 
country slickers have put it over on us city cousins just too often. 

Mr. Gurser. The point is that we still label ours as a subsidy and 
incidentally my area does not get any. 

The Cuarmman. The committee will recess until 9:30 tomorrow 
morning. 

(Thereupon at. 12:15 p. m., a recess was taken until Thursday, July 
23, 1953, at 9: 30 a. m.) 
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THURSDAY, JULY 23, 1953 


House or RepresENTATIVES, 
CoMMITTEE ON Post Orrick AND CrIviL SERVICE, 
Washington, D. C. 
The committee met, pursuant to recess, at 9:30 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees (chairman) presiding. 
The Cyatrman. The committee will be in order for the further 
consideration of H. R. 6052. 


I have a statement here from Mr. Cranston Williams, general man- 
ager of the American Newspaper Publishers Association. He said: 


I would appreciate your making a part of the record and incorporating in the 


hearings the position of the American Newspaper Publishers Association on the 
proposed legislation. 


If there is no objection, the statement will be inserted in the record 
at this point and copies furnished to the committee. 
(The statement follows:) 


STATEMENT OF CRANSTON WILLIAMS, GENERAL MANAGER, AMERICAN NEWSPAPER 
PUBLISHERS ASSOCIATION 


My name is Cranston Williams, and I am the general manager of the American 
Newspaper Publishers Association. 

The American Newspaper Publishers Association is a trade association com- 
prising daily and Sunday newspapers. The membership embraces approxi- 
mately S00 newspapers representing total circulations in excess of 90 percent 
of the total daily and Sunday circulations, and they carry in excess of 90 percent 
of the total volume of advertising. More than half of the members of the asso- 
ciation have circulations of less than 25,000 daily and 73 percent of the members 
have circulations of less than 50,000 daily. 

The position of the American Newspaper Publishers Association is the same 
as it has been on all legislation presented to Congress in recent years dealing 
with increases in rates on second-class mail. We know that daily newspapers 
are willing to pay a reasonable rate based upon the facts. We deny that daily 
newspapers now receive a subsidy because of the present level of rates. The 
charge that a subsidy does go to publishers using second-class mail is based upon 
an arbitrary allocation of the expenses of the Department. We want to see 
all of the facts set forth with respect to all of the costs of the Department, with 
the proper allocation of the various costs determined by the Congress. 

For instance, the creation and the maintenance of the R. F. D. service were 
voted by the Congress as sound public policy. The expense of operating the 
R. F. D. service for the fiscal year ending June 30, 1951, was $168,981,756. Of 
this, $52,480,454 was allocated to second class. (Figures are not available for 
June 30, 1952.) There is no possible way for the R. F. D. service to ever carry 
enough mail to remotely pay a small portion of the cost of maintaining that 
service. However, second-class mail is charged with a big share of the mainte- 
nance of the R. F. D. service. 

We have never questioned the arithmetical accuracy of the cost-ascertainment 
report. For reasons presented to this committee heretofore, we deny it is a 
fair yardstick to determine second-class rates, and use of the cost-ascertainment 
report for purposes of making rates is the basis for the smear that users of 
second-class mail get a subsidy. 
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A series of 10-percent increases in three annual installments have been put 
into effect by act of Congress. The first 10-percent increase went into effect 
on April 1, 1952, and the second 10 percent on April 1, 1953. The third 10 percent 
is to go into effect on April 1, 1954. We did not oppose that legislation, and 
we stated that we thought it was a reasonable method of increasing the rates 
to some extent, pending a determination by Congress of all of the facts and 
the establishment or revision of the rates on second class in the light of the 
facts. 

The pending bill is presented by the Postmaster General without regard to 
the work now being done by the Senate Advisory Committee dealing with all 
aspects of the operation of the Post Office Department, including rates. The 
setting up of the advisory committee under the auspices of the Senate Post Office 
Committee was deemed by the Congress to be a step to consider all of the 
facts before anything more was done beyond the increases for a total of 30 
percent. 

Our association has no desire to delay or interfere with the consideration of 
second-class rate legislation by Congress at any time. We do suggest, however, 
that Congress obtain the facts and then take action in the light of those facts. 
Up to now there have been no recommendations made to the Congress by anyone 
offering a yardstick with respect to the various forms of service rendered by 
the Post Office Department and the extent to which they should be classified 
as overall services in the public interest, or service that should be paid for in 
full or in part by users of the mails. 

In the pending bill it is not proposed to increase the second-class rates on 
newspapers for delivery within the county of publication and free in county 
service is to be continued. No increases are proposed for nonprofit religious, 
educational, scientific, philanthropic, agricultural, labor, or fraternal organi- 
zations. Before the Congress takes any further action on changes in rates, 
let us see what the facts are with respect to the cost of handling these various 
items in second class, including classes of publications which are to be exempted 
from any further increases in rates. 

We believe that the present proposal to increase second-class rates is pre- 
mature from the standpoint of developing full information; that it disregards 
the basic necessity of determining a sound allocation of costs, and that it bypasses 
the work of the Carlson committee as authorized by Congress. 


Mr. Hagen. Is it for or against the bill ? 

The Carman. It is against. 

Mr. Gross. Mr. Chairman, yesterday morning I indicated to you 
that I should like to make a brief statement this morning. 

The CHarmmMan. The gentleman from Lowa is recognized. 

Mr. Gross. Mr. Chairman, yesterday morning, at the opening of the 
committee hearing, you accorded the gentlewoman from New York 
(Mrs. St. George) the privilege of reading at length and commenting 
on the report of a subcommittee of which she is the chairman and of 
which I am a member. 

This report indicated that members of the subcommittee approved 
the proposal now being made by the lady that authority for the fixing 
of postal rates be delegated to the Post Office Department. 

This report was prepared long before the Postmaster General’s rate 
increase bill was introduced in the House on July 1. The increase 
rate bill thus became available to committee members subsequent to the 
date of July 1. 

Let me say that I was amazed, upon reading this bill, that any Post- 
master General would advocate the raising of the first-class letter 
rate—a category of the mail service already showing a net profit. 

The position of the Postmaster General in advocating this intem- 
perate increase in first-class mail, without regard to other increases 
provided in this measure, convinces me beyond any reasonable doubt 
that it would be most unwise and unfair to the general public to lodge 
in any Postmaster General or the Post Office Department authority to 
fix postal rates. 
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Mr. Chairman, for the record, I here and now disavow any approval, 
implied or otherwise, to any proposal or policy that would vest in the 
Postmaster General or the Post Office Department exclusive power to 
fix all postal rates. 

Mrs. St. Grorce. Mr. Chairman, might I answer that briefly? I 
know that the gentleman wants to keep the record absolutely straight, 
and I want to assist him in so doing. 

I never said yesterday that the gentleman approved my bill, because 
the gentleman had not had the opportunity of reading it at the time 
[ made my statement. I did say he had signed the subcommittee 
report which I think he would agree is correct. FaMERT 

I admire the gentleman for having the courage to change his mind. 
I always thought it was a feminine prerogative, but I always applaud 
it in the opposite sex. 

That is all I have to say. 

Mr. Gross. Mr. Chairman, I do not propose to speak for any other 
member of the subcommittee, but I heard at least one member of the 
subcommittee yesterday express a change of mind. 

Mrs. Sr. Grorer. I think that is admirable. I am not quarreling 
with anyone changing his mind. 

Mr. Gross. I quite agree with the lady as to the old saying that 
feminine minds are pure because they change them so often. 

Mrs, St. Georce, I am glad the gentleman is acquiring some of that 
purity. 

Mr. Dowpy. Mr. Gross, was there any testimony heard by our sub- 
committee about the benefits or lack thereof of such a power given to 
the Postmaster General? Was there any testimony one way or the 
other ? 

Mr. Gross. We had no testimony from the Post Office Department 
whatever. 

Mr. Dowpy. Or otherwise on that point ? 

Mr. Gross. That is right. 

The Cuairman. The Chair recognizes the Honorable Russell V. 
Mack, Representative from the State of Washington. I believe he 
wants to submit a statement for Mr. Lew Selvidge, secretary-manager, 
Allied Daily Newspapers, of Washington. Mr. Mack is recognized, 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Mack. Mr. Chairman, I thank you for this opportunity of 
appearing before the committee. 

I am here as a courtesy to the Allied Daily Newspapers of Wash- 
ington, a publisher organization that has its headquarters in my dis- 
trict, to present a statement concerning the postal-rate legislation 
now before this committee. I am here at the specific petition of Lew 
Selvidge, secretary-manager of that organization, who was prevented 
by a combination of circumstances, including time and distance, from 
appearing in person. The Allied Daily Newspapers of Washington 
is a name already known, perhaps, to some of you since a representa- 
tive of that association has appeared before you on several previous 
occasions in relation to rate legislation. For the record it is a trade 
association composed of 21 daily newspapers representing more than 
98 percent of the daily newspaper circulation of the State of Wash- 
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ington. The statement was prepared by Mr. Selvidge in his official 
capacity and upon the instruction and authority of association mem- 
bers. It is submitted in the name of the Allied Daily Newspapers of 
Washington and each of them. 

This statement comprises a number of pages, and it is signed by 21 
of the daily newspapers of the State of Washington. I ask your 
consent to include it in the record. 


The Cuatrman. Without objection, it may be inserted at this point. 
(The statement is as follows:) 


STATEMENT OF THE ALLIED DAILY NEWSPAPERS OF WASHINGTON, A TRADE ASSO- 
CIATION REPRESENTING More THAN 98 PERCENT OF THE DAILY NEWSPAPER 
CIRCULATION OF THE STATE OF WASHINGTON 


The views of the Allied Daily Newspapers of Washington and its constituent 
members relating to second-class mail rates have been expressed fully to this 
committee during the pendency of previous postal-rate legislation. We shall, 
therefore, not impose upon the time of the committee by repeating detailed state- 
ments that are already a part of the committee record. We are constrained, 
however, by the grave implications of the legislation currently before the com- 
mittee, providing as it does for a 42-percent increase in second-class mail rates 
even before a preceding 30-percent increase has been fully effectuated, to 
redeclare the principle points of our position that they be reconsidered in refer- 
ence to the immediately pending issue. 

We have said previously that we are prepared to adapt our newspaper delivery 
systems to the postal rate policy defined by Congress, whatever it may ultimately 
be; that we want no conditioning of that policy under the guise or for the purpose 
of extending economic aid to newspapers. We repeat that declaration. 

We have said previously that we believe any effective and successful effort of 
the Congress to fix postal rates on a cost-of-service basis must be preceded by— 

(1) A definition by the Congress of the public service functions of the 
Post Office Department that are to be supported in whole or in part from 
general taxes including the degree of any partial support. 

(2) A reorganization and modernization of post-office procedures and 
practices to eliminate the wastes that are inflating operating costs. 

(3) The development of a cost-ascertainment formula which is consistent 
with the postal policy enunciated by Congress and which makes reasonable 
allowances in cost distribution for the priorities granted in handling the 
several classes of mail. 

We redeclare this conviction with renewed vigor. 

We have previously contended that the responsibility of the Congress for the 
efficient maintenance and the equitable financing of an adequate postal service 
goes far beyond a routine balancing of income and expense through periodic 
adjustments of postal rates. That contention, too, we repeat. 

To us one of the most disturbing disclosures of earlier postal-rate hearings 
was the absence of a statutory definition of broad postal policy. In our view 
the operation of the Post Office Department is more than a series of services for 
which a compensatory charge can be assessed against the users thereof. It isa 
constitutional function of government—the benefits of which we believe no 
member of this committee will contend are limited solely to the senders of mail. 
Yet with the exception of certain general declarations concerning rural free 
delivery and some divisions of second-class mail we can find no instance in which 
Congress has evaluated the general public service function of the Post Office 
Department or has fixed either the area or the degree of support from public 
funds. Such an evaluation in our opinion is a necessary precedent to the estab- 
lishment of a proper charge against any class of mail user for in the absence 
of a fair deduction for public services the responsibility. of the mail user for 
Post Office Department costs cannot be determined. 

In the face of a patent public responsibility for some portion of Post Office 
Department costs the postal-rate issue has been repeatedly brought before this 
committee as if it were simply a question of revising rates upward sufficiently to 
absorb the deficit between post-office operating costs and mail user revenue. 
We cannot resist asking the question: “How much of the deficit is properly 
chargeable to mail users and how much is chargeable to general public services?” 

The total expenditures of the Post Office Department for the fiscal year ended 
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June 30, 1952, were $2,679,818,212. Mail user revenue met 73 percent of those 
expenditures. In view of the public responsibility for some portion of Post 
Office Department costs should mail user revenue have met 80 percent, 90 percent, 
or only 70 percent of such expenditures? We submit there is no definition in 
law of either the public or mail-user obligation except as such a definition may 
be reflected in rates. 

We have asked, too, that the Post Office Department be required to reorganize 
its functions and to modernize its procedures and practices both in the interest 
of reducing expenses and of increasing mail and revenue volume through im- 
provement of services. At the invitation of a subcommittee of this committee 
in 1947 we filed a list of improvements in the postal service needed in our area. 
The report of the Hoover committee indicated the inefficiencies against which 
we complained were common throughout the postal system. There have since 
been some modifications of post-office practices and at least a token reorganiza- 
tion. In our area, however, there are still many changes that could be made 
which would reduce costs and lessen the disbalance between present income and 
expenditures. 

In previous hearings we challenged the cost-ascertainment procedures em- 
ployed by the Post Office Department in assigning operating expense to the 
several classes of mail. As explained to us by the Department’s Cost Ascer- 
tainment Committee, the method then being used fixed the percentage of cost 
to be borne by each class of mail on the basis of a 1-week time check conducted 
annually in a group of selected post offices. Each class of mail was assigned 
expense in the proportion which the time spent in handling that class of mail 
bore to the total time expended by post office employees in the handling of all 
classes of mail during the test week. We then contended the method was arbi- 
trary; that it had no basis in law; that it gave inadequate recognition to the 
public service character of certain postal services; that it made no distinction 
between classes of mail as to preferential handling; and that it failed to take 
into account declared policies of the Congress in relation to certain classes of 
mail. It has been our opinion that the validity of our challenge was recognized 
at least in part by this committee since the development of a sound cost-aseer- 
tainment procedure was made one of the objectives of a congressional post 
office study committee. That committee has not reported its findings. So far 
as we can determine the current testimony of the Post Office Department upon 
which this committee is being asked to increase postal rates is based upon the 
same cost-ascertainment principles that mail users have repeatedly rejected 
as inaccurate and unacceptable. 

We are disturbed, too, by the recurrent implication that newspaper pub- 
lishers have been the recipients of a Government subsidy in the form of low 
postal rates and that the subsidy will continue unless the Congress accepts 
the rate recommendations of the Post Office Department. The implication is 
unfair to the publishers; it is misleading to the public; but what is even more 
serious, it reveals that officials responsible for post-office operations are com- 
pletely unfamiliar with the constitutional and statutory purposes of the serv- 
ice they have been named to administer. 

The framers of the Constitution expressed their recognition of the necessity 
of a rapid exchange of news, information, and ideas to the maintenance of a 
democracy by making the postal service a primaty and an exclusive function 
of the National Government. Congress, in a number of subsequent acts, not 
the least of which was the provision for second-class mail, has given continuing 
ratification to that principle. Without resorting to any prolonged discussion 
of the philosophy of democratic government and its implementation it becomes 
rather apparent that the postal service was created not to serve the convenience 
or economic needs of certain classes of mail users but to provide the citizenry 
with the knowledge of conditions and events necessary to the informed direec- 
tion of their government. In short the primary function of the Post Office 
Department was and is a public one, a factor which commands recognition in 
the distribution of post-office operating costs. Before any person or group can 
be fairly charged with receiving a subsidy through the postal service it must 
first be shown that a facility or preferential rate created in the public interest 
has been controverted to private gain. 

The Congress did establish a preferential rate for second-class mail. Its de- 
clared purpose was to encourage the widespread dissemination of news and 
information. In the furtherance of this objective the Congress defined a num- 
ber of public information media, including newspapers, as being eligible for 
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transmission under this mail classification. This act of Congress stimulated 
newspaper readership, as well as that of other media, by permitting the de- 
livery of newspapers to subscribers in remote or sparsely populated areas at 
a cost no greater than that charged in the immediate vicinity of publication. 
The subscription price of a newspaper, as that of any delivered commodity, 
is the price of the product plus the cost of delivery and the second-class mail 
rate equalized delivery costs to a point that at one time approximately 25 per- 
cent of all newspapers published were delivered by mail. 

Since that time the relative superiorities of other delivery methods and the 
declining costs of such transportation have reduced sharply the percentage of 
newspapers delivered by mail. Many metropolitan newspapers now serve less 
than 3 percent of their subscribers by this method. Notwithstanding this fact 
there is still a substantial number of newspapers being delivered by mail to 
subscribers who live outside the regular home delivery area or in a section 
that cannot economically be reached by other means, This evidences only that 
the second-class mail is at least in part still fulfilling the purpose for which it 
was created. A question of a subsidy to the newspaper publisher could be 
raised only in the presence of a showing that advantage of the low cost mail 
delivery rate was being taken to increase his profit. We doubt whether a 
single such example can be found. To the contrary newspapers have joined in 
encouraging the widespread readership of newspapers not only by passing the 
full benefit of second-class mail rates on to the subscriber but by making a 
contribution in their own right. 

To illustrate this point the Daily Olympian, published at the State capital, 
has a home delivered rate of $15 per year. Its net rate after paying the cost of 
delivery is $10.34. Within the county and in zones 1 and 2 where postal rates 
are nominal its mail rate is $8 per year or 2.34 less than its net revenues from 
carrier subscriptions. Bear in mind, too, that in addition to postage the news- 
paper bears the expense of addressing the newspapers mailed, arranging them 
in the order they will be delivered on each route, bundling them by routes, and 
delivering them to the post office. 

We are further at a loss to understand the implication of a subsidy to news- 
papers in the existing postal rate structure not alone because the pass-on to 
the public of any economic benefit has been so widely demonstrated but because 
the selective use of a low tax or other governmental charge to protect the end 
price of a product vital to the public is so common. In our State we have a 
business and occupation tax of three-tenths of 1 percent against the gross 
revenues of firms engaged in manufacturing. Our law makes an exception of the 
flour-milling industry and fixes its rate at one-one hundredth of 1 percent. 
There is no contention voiced that the flour-milling industry is being subsidized. 
The importance of holding the cost of bread to a minimum is universally 
recognized. 

It appears to us that the basic question which the Congress has before it 
in the currently proposed increase in second-class mail rates is whether the 
public interest dictates the continued encouragement of widespread dissemina- 
tion of news and information. The postal rates proposed are certain to curtail 
severely the interstate and regional exchange of publications now transmitted 
by mail. Economic conditions within the newspaper field dictate the pass-on 
of any additional postage @nd most newspapers have before them some sub- 
scription rate adjustment to meet the mail rate increases already authorized. 
The certainty that further second-class rate increases will price mail subscrip- 
tions out of the market in all but local zones is apparent to us. 

We have restated our position in relation to second-class rates as it applies 
to the pending rate proposal and to what we regard as the traditional function 
of the second-class mail privilege. We now raise a point which touches upon 
our interpretation of the action taken by the Congress on the rate question 
in immediately preceding sessions. 

All of the issues we raised in our previous general statement were advanced 
in somewhat similar terms by other mail users and were considered by this 
committee in relation to a Post Office Department rate recommendation closely 
paralleling that which is now pending. The Congress rejected the earlier rate 
recommendation and created a post-office study committee which it charged 
with the responsibility of investigating post-office procedures, practices, and 
rates and of reporting its findings as a basis for future legislation. 

To lessen intervening post-office deficits a series of three 10-percent increases 
in second-class rates was authorized with the final increase of the series to become 
effective April 1, 1954. It was our interpretation of these two actions—one 
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which we believe is reasonably supported—that no further increases in second- 
class rates would be considered until the study committee had reported and in 
no case prior to the effectuation of the increases already uuthorized. That com- 
mittee has not reported. Neither the Congress nor mail users have available 
any more dependable measurements of mail-user responsibility for post-office op- 
erating costs than were in evidence here 2 years ago. Yet we are confronted 
with a proposal which provides for an almost immediate 25-percent increase in 
second-class rates and another 17 percent next July. We respectfully submit 
that equity dictates that action on second-class rates be deferred until the ma- 
chinery created by the Congress to resolve the rate problem has had an oppor- 
tunity to function. 

We cannot predict fully the impact ov the proposed action on the general dis 
tribution of newspapers throughout the country. Doubtless it will strike more 
heavily at weekly newspapers and at those geographic areas which because of 
topography or population distribution must rely heavily on mail deliveries than 
it will our members or the residents of the Northwest area. But this we can 
state. The proposed postal rate will create an economic barrier to the distant 
exchange of newspapers that will perceptibly diminish the flow of publications 
throughout the country. 

In conclusion we repeat the summary of our previous presentation to this 
committee. We want no subsidy. The public responsibility vested in news- 
papers dictates that we remain financially independent. We believe it is in the 
national interest that the widest possible dissemination of news and information 
be maintained but we do not feel competent nor do we desire to stand in the 
position of adviser on the question of what financial support the national interest 
requires in this matter. The limit of the service we can render the Congress 
on this subject is our appraisal of the effect the proposed legislation will have 
upon the dissemination of news and information and upon the media responsible 
for their distribution. If the Congress finds that further consideration of rate 
adjustments is necessary we ask that these adjustments be weighed solely against 
the national interest and the rights and welfare of citizens who must depend 
upon the post office for newspaper delivery. It is our judgment that a further 
increase in second-class rates will result in a material diminution of newspaper 
readership at a time when a well-informed people is the Nation’s greatest security 
force. 

Respectfully submitted. 

Allied Daily Newspapers of Washington; Aberdeen World, W. A. 
Rupp; Bellingham Herald, Charles L. Sefrit; Bremerton Sun, 
Alex F. Ottevaere ; Centralia-Chehalis Chronicle, Ray W. Edinger ; 
Daily Olympian, George Hayden; Ellensburg Record, J. Clifford 
Kaynor; Everett Herald, Robert D. Best; Longview News, J. M. 
McClelland; Port Angeles News, Charles N. Webster; Seattle 
Post-Intelligencer, Charles B. Lindemann; Seattle Times, Harry 
H. Cahill; Spokesman-Review Chronicle, William H. Cowles; 
Tacoma News Tribune, George F. Russell; Tri-City Herald, Ken- 
newick, Glenn C. Lee; Vancouver Columbian, Ray L. Bachman; 
Walla Walla Union-Bulletin, John G. Kelly; Wenatchee World, 
Wilfred Woods; Yakima Republic-Herald, Ted Robertson. 


Mr. Gross. At this point in the record, I would like to offer a letter 
given me by my colleague, Mr. Cunningham, who requested that it be 
inserted in the record. 

The CuHarrMan. Without objection, the statement will be inserted at 
this point in the record. 

(The statement is as follows:) 


STATE FINANCE Co., 
Des Moines, Iowa, July 20, 1953. 


Re statement of Ellis I. Levitt, president of State Finance Co., Des Moines, Iowa, 
concerning H. R. 6052, relating to increases in postal rates. 


CHATRMAN, House Post OFFICE AND Crvit Service COM MITTEE, 
House Office Building, Washington, D. C. 

Dear Str: Our company is engaged in the making of cash installment loans in 
small amounts to employed individuals and employs 530 people. Practically 
all of our business is obtained by direct mail advertising. Last year we mailed 
17 million pieces third class which, at the present rate, cost us $255,000 per year. 
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If the third-class rate were increased from 114 cents to 2 cents, it would cost us 
an additional $85,000 per year. 

A further increase in the third-class rate will force us to reduce our direct 
mail advertising to a bare minimum and will make it necessary for us to seek 
other advertising media which are more economical. 

It is entirely possible the loss of third-class volume will result in a loss of 
revenue to the Post Office Department which will more than offset the additional 
revenue anticipated from any increase in the third-class rates. Third-class 
mail produces a substantial volume of postage revenue in first-class mail which 
is sent in reply to third-class mail. Therefore, any reduction in third-class volume 
will also substantially curtail first-class volume, 

A company such as ours in sending advertising through bulk third-class mail 
performs the following services which the post office itself performs for other 
types of mail: 

(1) Precanceled stamps affixed. 
(2) Facing. 

(3) Sorting. 

(4) Tieing. 

(5) Sacking. 

(6) Delivery to the post office. 

All of the cost in performing the above steps is borne by the third-class mailer. 
Therefore, third class is low-cost mail insofar as the Post Office Department is 
concerned and should carry a low rate. When our third-class mail is delivered 
by us to the post office, it is ready to be placed on the train because we have done 
all of the work relating to facing, sorting, canceling, tieing, and sacking. 

Mail send third class must also pay for its own forwarding service and return 
service. 

Mail send third class receives delayed service (meaning last) and thus provides 
revenue and keeps thousands of postal employees gainfully employed during 
slack periods. 

Respectfully submitted. 

Buuts I. Levirr, President. 

Mr. Hacen. Mr. Chairman, may I ask a question of our colleague, 
Mr. Mack? 

Mr. Mack, you have made a very fine statement. What is the size 
of these 21’ dailies? Are they generally small dailies? 

Mr. Mack. They range from 4,500 in circulation up to several 
hundred thousand. 

Mr. Hacen. They use the mail to a large degree in sending the 
papers out to their people in the outlying areas? 

Mr. Mack. They use them in varying degrees. Some papers send 
out half of their circulation through the mails and others such as the 
ones I was interested in had a very small mail circulation. 

Mr. Hacen. But by and large they are small dailies? 

Mr. Mack. Of the 21 papers, I would classify 18 of them as small 
city dailies. 

Mr. Hacen. Thank you very much. 

The Cuatrman. Judge Davis is recognized. 

Mr. Davis. In general, Mr. Mack, what is the attitude of the group 
that you represent regarding this postal rate increase? 

Mr. Mack. They feel that there should be a better study made than 
has been made of the cost ratios between the various classes of mail. 
They feel also that something should be defined as to the etn service 
that the Post Office renders, how much should be borne by the public 
and how much by the various classes of mail. This statement says that 
the various types of mail pay for 73 percent of the services that they 
receive, and the public is being taxed 27 percent. They think there 
should be a definition to say how much of this service should be 
charged to the public and how much should come out of the users of 
the mail. 
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Mr. Davis. Thank you, sir. 

Mr. Gross. Mr. Chairman, I would like to ask a question of the 
gentleman. Would the gentleman state his personal opinion on this 
postal rate increase bill ? 

Mr. Mack. At the present time, unless the bill is changed somewhat, 
I would be inclined to be against it. 

Mr. Gross. We are concerned with all deficits, of course, but it is 
my understanding that we appropriate some $1.5 billion to what was 
the old FSA, the Federal Security Administration. I do not recall 
offhand the new title of the organization. I believe the gentleman will 
agree with me that there is no national outcry over the annual deficit 
in the FSA which renders a public service by way of administering 
social security, public health, and so forth. Would the gentleman 
agree with me? 

Mr. Mack. To a degree, yes. 

The Cuamaran. Thank you, Mr. Mack. 

Mr. J. M. George, general counsel, National Association of Direct 
Selling Companies. 


STATEMENT OF J. M. GEORGE, GENERAL COUNSEL, NATIONAL 
ASSOCIATION OF DIRECT SELLING COMPANIES, WINONA, MINN. 


Mr. Grorap. My name is J. M. George. I live at Winona, Minn., 
and, as general counsel, am appearing on behalf of the National As- 
sociation of Direct Selling Companies and its members. The office 
of the association is at 165 Center Street, Winona, Minn. This is a 
trade association of 234 member concerns. These concerns are manu- 


facturers and distributors of various types and lines of merchandise. 
Each sale is based upon a personal solicitation of the consumer or user. 
A high majority, ape 75 percent of these companies, make 


delivery to the purchaser by means of parcel post. Practically all par- 
cel post shipments are sent c. o. d. involving also money order, and 
other postal services. 

These companies extensively use third-class mail for the purpose 
of procuring and maintaining sales volume. Literally thousands of 
third-class mailings are made for this purpose. Other thousands of 
third-class mailings are made to dealer or salesperson outlets concern- 
ing merchandise and other matters for sales-volume promotion and 
all of these mailings are going on throughout the year and from year 
to year. In direct ‘selling the mailing cost of third-class mail is an un- 
usually important and substantial part of the cost of doing business, 
hence such companies have a very foam interest in rates on this class 
of postage. 

In carrying on a business of this kind there is always involved a 
very heavy use of first-class letter mail and post cards. 

There are from 4,000 to 5,000 direct selling companies in the United 
States. 

Less than 3 percent of these companies have annual gross sales in 
excess of $500,000; hence the entire field is almost exclusively made up 
of small-business operators. 

I am here for the purpose of adding our voice against the proposed 
third-class-rate increases in H. R. 6052. 

For years there have been complaints and questions about the Post 
Office bookkeeping system and many are of the idea that cost and reve- 
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nue allocations are not realistic. We are at the start of a new ad- 
ministration in this governmental department which has as one of 
its aims the real reorganization of the whole system and the finding 
of realistic facts about accounting, not based on guesses, estimates, and 
unrealities. 

One of the first things that was accomplished in this session of the 
Congres was the passage by the Senate of Senate Resolution 49, setting 
up a committee known as the Carlson committee, to report next Janu- 
ary on ways and means of clearing up the uncertain situation which 
has resulted in repeated postal-rate increases followed immediately by 
repeated and ever-growing deficits. 

We believe that there 1s no sound basis now upon which to lay « 
new rate-increase structure; that the Congress should not act now on 
this legislation and that the Carlson committee should be first allowed 
to make its investigation and its report. 

We feel that if the Congress should act now it would be repeatin 
a bad situation which has failed miserably in achieving the end which 
this Congress is trying to achieve and that is elimination or substan- 
tial reduction of the so-called Post Office deficit. 

The Post Office Department has had a deficit as far back as I can 
remember and it seems that only in recent years has there been excite- 
ment and clamor concerning Post Office Department deficits. 

It must be that in the earlier years the Congress expected these 
deficits to occur and realized that they could not be taken care of 
merely by raising postal rates and charges, basing its attitude upon 
the principle that the Department is a public service and not a busi- 
ness, just as is true in the cases of such other departments as Agricul- 
ture, Labor, and Commerce. There has never been any idea that those 
departments should pay their way and it is difficult to see why the 
Post Office Department should be required to do so. 

Congress must now or later reach a conclusion as to whether or not 
for ratemaking purposes the Department is to be treated as a public 
service or as a business. We submit that it is so predominantly and 
primarily a public-welfare service, and where its operations fall into 
any other category the public service is so commingled therewith, that 
it is impossible to treat it otherwise than as a public service. 

If it were a business operation, it would not think of maintaining 
a majority of its branches on a loss basis where not even the salary 
of the branch manager is met by income received. In the case of a 
business, losing branches would be closed immediately. However, 
the Government cannot close these small post offices, because they are 
a necessary public service. 

I might add when the rural-route situation was set up they called 
it rural free delivery. That definitely was the idea of Congress at 
that time that they were doing something for the farmers and rural 
people of a public-service nature. However, that public service is 
charged against business-mail users. 

The primary purposes for which the Post Office Department was 
aismaliy established must be performed, and through small as well 
as large offices. 

I understand there is a movement afoot to substitute carrier services 
for the small post offices. 

Other services, such as the special services and second-, third-, and 
fourth-class mail, have been added to the services because the Post 
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Office Department had its nationwide establishment necessarily car- 
ried on for the public welfare through which these extra activities 
could be conducted. They are byproducts which greatly aid in carry- 
ing the overhead coming from the carrying on of primary-purpose 
operations and the performance of many free services. These and 
other points should be given consideration in ratemaking as a matter 
of policy expressed by the Congress. 

I might add it was not business that asked for all of these fringes 
and new ideas that went into the post-office services. They were put 
in there for the convenience and the service and the improvement of 
the living standard of the American people. 

It might be well to say here that in carrying on the various func- 
tions of the postal service the Government is not in competition with 
rivate industry. There is no adequate substitute for the Post Office 
Departenend. There is no private business operation which can per- 
form the services rendered by the Post Office Department or which 
would perform the many free services performed by that Department. 
There is no private enterprise in existence which would give any- 
where near the national coverage now given by the Department. 

Common carriers immediately take action to close Zaoh on local 
business operations which are a drag on company profits, and this 
is certainly a natural and proper way to act. 

Only slight consideration of these various elements brings the ines- 
capable conclusion that the Post Office is not a business; that it is a 
public service and that no private enterprise could ever take its place. 

When this conclusion is reached, there is only one other conclusion 
that can follow, and that is that the Post Office Department cannot 
long be operated upon a policy of each fiscal-period deficit being fol- 
lowed by a rate increase, and usually also by a salary increase for the 
employees. 

In view of these conclusions, it seems to me that certainly rates 
should not be placed at a level which drives volume from the postal 
service and diminishes postal-revenue returns. 

I had so little time in which to prepare this statement that I was 
unable to search the postal laws on the following point, but I believe 
that there is no Federal statute which says that each segregated ele- 
ment of postal service shall be required to pay its own cost, except 
in the case of parcel post, which requirement was put into the law 
because parcel post was then almost completely an experimental 
project. 

It is a practical impossibility to segregate cost and income on a 
classification breakdown without basing the figures largely upon 
estimates and guesswork and without such figures failing to show 
the interrelated effect of one class upon the other in respect to cost 
and income. 

Furthermore, a breakdown of that kind cannot be equitably and 
properly made where the question of what is business and what is 
public-welfare service is so closely interwoven. 

While I do not hear everything, I have not heard any part of the 
general public complaining about what is called the “postal deficit” 
but we frequently hear complaints from the public against postal] 
rates and charges. I, as a member of the public, have never thought 
of the Post Office Department as a business institution, but on the 
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contrary as a public service, and I believe that it can be generally ad- 
mitted that the Post Office Department has never been operated as a 
business. The answer to this is very simple, It is impossible to 
operate it as a business and the current laws do not require such 
operation. 

It is my opinion that if the public were given an opportunity to 
express itself on the issue of whether or not the Post Office Depart- 
ment is to be conducted on the basis that it is a business as distin- 
guished from a public-service. organization, the answer would be an 
overwhelming “No.” 

Business has been trying in the past to absorb the continual rate 
increases but it cannot continue to do so and the excess burden must 
be directly passed on to the consumer. In my opinion the breaking 
point on rates has been reached and in some cases surpassed, and it 
is not herd to predict what is going to happen in the face of these 
proposed increases, including the 35 percent average increase just 
approved by the Interstate Commerce Commission for parcel ship- 
ments in fourth class, 

The greater part of my statement has been devoted to the public- 
service principle which has not been given adequate consideration in 
cath-deakioeds and which we respectfully submit sould be largely 
controlling. 

Other elements follow which seem to have been completely ignored 
in the proposed rates for third-class mail. 

Third-class mail is subjected to deferred handling as compared to 
first-class mail, sometimes lying at the point of origin for several 
days with similar delays at transfer points. This matter is handled 
largely on spare time of postal employees who, if it were not for this 
mail, would have little else todo. It is a useful byproduct and helps 
pay the overhead. 

Third-class mail is a heavy producer of first-class mail revenue 
which is a profitable operation. In this method of distribution third- 
class mail is used to make a business contact. The minute that con- 
tact is made a flow of first-class mail commences and continues as long 
as the contract is in effect. In connection with this type of operation 
many post cards are used acknowledging receipt of orders or notifying 
of shipments and for other purposes. 

Third-class mail is the most important of.any postal service to the 
entire American economy. It is the “goose that lays the golden egg.” 
It is the instrument which helps make and increase profits in practi- 
cally every form of business. It is the best friend of the Revenue 
Department. It 1s an active tool in the creation of taxable net profits. 

Volume of business and to a very large extent amount of taxable 
profit, depends upon how much third-class mail is used. I am not 
talking only about our type of business but many other types of busi- 
ness. Millions of dollars of insurance policies are sold on contacts 
made through third-class mail. Millions in dollars of new, novel, and 
useful merchandise are sold through a third-class mail contact. The 
same may be said as to the sales of automobiles, radio, and television 
sets at the retail level, and all of the major household appliances. It 
is third-class mail that causes the consumer or user to consider the 
enter into purchases of such articles. 
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In our business the company sets up a budget covering how much 
money it can spend on business promotion. Third-class mail falls 
within this budget. If the rates on third-class mail are reasonable, 
heavier mailings are warranted and the heavier the mailing, the better 
is the chance of business success and profit and income taxes. It 
must be kept in mind that most direct selling companies are small 
operators and are required to make the most of what money they can 
spend to produce business which will show a profit. 

These proposed rates will absolutely compel a substantial reduction 
in budgeting for third-class mail expenditures and definitely this will 
seriously hurt the business volume and profit results. It can be safely 
predicted that the amount received from the proposed increase will be 
considerably less than the reduction in the amount of taxable profits 
reported to the Department of Internal Revenue. In the face of this, 
their adoption will not stop the next deficit resulting from present 
rate-making policies. Immediate history shows that rate increases 
do not eliminate deficits. 

Undoubtedly there will be members from this industry appearing 
here. They have first-hand facts and figures concerning the effect 
upon them of the proposals in this bill. These people have thousands 
of administrative and production employees. Selling their goods are 
millions of self-employed sales persons who are, in fact, small-business 
men themselves, and it is urged that so many persons should not be 
harmed by rate or rate policies which are not realistic and which will 
not achieve what appears to be the sole objective of this legislation, 
that is, the elimination of the deficit. 

There is every reason to believe that Postmaster General Summer- 
field can bring about adequate postal operations at a very considerable 
saving over past operations. He has repeatedly expressed his inten- 
tion to do this. 

In view of this—in view of what is being done in the St. George 
subcommittee of this committee—in view of the work which is being 
done by the Carlson investigation committee—we respectfully urge 
that the proposed rates on third-class matter be rejected. 

We further respectfully submit that no new rates be adopted until 
and unless a realistic investigation of the entire postal system has been 
completed. 

In closing, I want to mention that the Post Office Department ad- 
mitted that Public Law 199 of 1951 caused a net deficit in the Post 
Office Department of $52 million. That I might suggest is consider- 
ably more than some of the items in this bill will raise if passed. 
I believe that consideration should be given to that item which is a 
proven saving on deficits. 

Thank you. 

The Cuamman. Mr. Murray. 

Mr. Murray. Mr. George, since I have been a member of this com- 
mittee, you have appeared before the committee on several occasions. 

Mr. Georae. Yes, sir. 

Mr. Murray. You are always here when any proposed rate increase 
bill is before the committee, and you have constantly and vigorously 
opposed every effort the post office has made over the years to in- 
crease any postal rates, have you not ¢ 

Mr. Grorocr. I have never been here to support a rate reduction 
because none has been offered. 
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Mr. Murray. You opposed every rate bill in which you have ap- 
peared asa witness, Mr. George. 

Mr. Georce. Not all of the rates. I have opposed certain rates 
when raises come up. 


Mr. Murray. Your statement this morning is substantially the same 
old statement you have been making in past years. You keep stressing 
the fact that the Post Office Department is a welfare and public serv- 
ice organization. You represent companies who are in business for 
profit. 

Mr. Grorce. Yes. 

Mr. Murray. And these companies largely depend upon the Post 
Office Department to do business. They could not exist without the 
Post Office Department, could they ? 

Mr. George. It would be necessary to completely change our oper- 
ations. 

Mr. Morray. In other words, you represent companies in which 
the Post Office Department delivers the package, transports it and r 
many instances, collects the bill for the package for your clients, i 
that not correct? 

Mr. Grorce. That is right. 

Mr, Murray. And now you contend that the Post Office Department 
is such a welfare service that it should render this service to your 
clients who are in business for profit for less than the cost. 

Mr. Groree. May I explain this statement that you made? We 
feel that you have the Post Office Department and operate it. You 
have to operate it first for the primary public service purposes. When 

rates on business mail get so high that the post office volume diminishes, 
then you have reached the point where you are driving out business 
which you invited to use the Post Office Department by your passage 
of the laws, and the past policies of Congress, to increase the activi- 
ties of the Post Office Department. 

Mr. Murray. You know, Mr. George, in your own heart that today 
the Post Office Department is subsidizing these companies which you 
represent. 

Mr. Grorce. I think that the Post Office Department has been one 
of the chief things that makes us different than Russia. 1 contend 
that the Post Office Department is the greatest public service in this 
country. 

Mr. Murray. For your clients. 

Mr. Grorce. I am also a part of the citizenry of this country, and I 

can speak from the standpoint of the citizen. I buy merchandise 
shabu the mail. I never sold a nickel through the mail. When I 
buy merchandise which comes to me necessarily through the mail, I 
have to pay from 33 to 50 percent of the cost of the merchandise on 
carriage rates. That means that those kind of shipments are just 
going to go out the window. You cannot carry on a business on that 
basis. When you do that, you affect the convenience and the living 
sti oe irds of the people themselves. 

[ admit that when you are in a business which ies heavy use of the 
postal service that every rate raise you put on is exceptionally hard and 
tough as far as our companies are concerned. This bill does not say 
anything about the 35-percent increase on parcel post that we have 
to stand. That is 33 percent on the average, but in certain zones it 
runs as high as 60 percent. 
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There is a very large part of the public that is affected when we are 
affected. 

The Cuamman. The gentleman from Minnesota is recognized, 

Mr. Hagen. I thought you made a very fine statement, Mr. George, 
and brought in a lot of new and different material than we had before. 
You proposed some new data which is helpful to our committee, I am 
sure. 

I notice on page 5 of your statement a reference to public service 
and private enterprise. Do you agree that private enterprise would 
allow the head of its corporation or business, large or small, to be 
selected by a political group as postmasters are today! We have good 
Republican postmasters and good Democrat postmasters, and by and 
large they are good people who are doing a good job. There are ex- 
ceptions, of course. Do you think that a business would allow an 
outside political committee to select the head of the business, as the 
Post Office Department is required to do, because of the policy and 
tradition of many years past ? 

Mr. Grorce. I am sure they would not. Business would go one step 
further and would abolish the postmaster, because he does not do any- 
thing but sit in a swivel chair in his office. I have never seen a post- 
master do any work. 

Mr. Hagen. I cannot agree with that statement. In my hometown 
we have a postmaster whose name is Oscar Brustad, for the record, 
who is one of the outstanding postmasters of the country, doing a 
wonderful job. I do not even know what his politics are, if any. 

Mr. GrorcGe. In some classes of post offices, the postmaster has got 
to work, and that is usually in the branch where the branch does not 
make enough even to pay his salary. 

Mr. Hacen. If you are going to manage a business, and you could 
see, in taking over an old business as the new manager, that you can 
save many millions of dollars in the operation of ‘that business by 
economy and more efficiency, would you as a private business immedi- 
ately raise the rates on the plow you might be making, or shoes you 
are selling, or would you go ahead and make your economies first and 
then see if you have to raise the price of your article ¢ 

Mr. Grorce. Congressman Hagen, that is one thing. 

Congressman Murray, I think that there is a break-even place 
where you can maintain volume and charge business mail for its use 
of the postal services. When you go beyond that, you are going to 
stop the business use of the post office, or you are going to reduce it 
so that your deficits are going to be bigger. I am not asking for free 
service. I donot admit that there is a deficit in the Post Office Depart- 
ment. 

Mr. Hacen. My question was, Would you first have to make econo- 
mies and provide more efficiency, rather than raise the rates right 
away ? 

Mr. Georcr, That is right. I would put employees in jobs not 
according to seniority, but according to their aptitudes. 

Mr. Hagen. The wise use of second- and third-class mail promotes 
the public welfare, fosters better living, creates greater national unity, 
and also stimulates business and gives more employment in this coun- 
try. It also increases the income-tax returns to the State and Federal 
Government. Is that a fair statement ? 

Mr. Grorcr. That is exactly the way I feel. 
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Mr. Hagen. If these rates are drastically increased, they would 
have a shock on business, and this statement would be less true. 

Mr. Groror. That is right. 

Mr. Hacen. Another point, if you increase these rates drastically 
in second- and third-class mail which promotes the use of first-class 
mail, then your first-class revenue will go down. Is that a fair 
statement ? 

Mr. Grorcr. That is right. 

Mr. Hacen. Instead of having a profit, you will have a deficit, 
because the unit cost per piece of first-class mail will go up because 
of the lower volume. 

Mr. Georce. That is exactly right. I do not think the post office 
could be operated with its present establishment on first class alone. 
These other things are byproducts and they help carry the overhead. 
You have got to ‘have a large establishment to carry first-class mail. 

Mr. Hagen. Thank you very much. 

Mr. Lestnsxt. I would like to ask Mr. George a few questions. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnskr. Since 1933, what have been the increases in business 
for, say, paper cartons you might use, labor, and other incidental 
things that come into the manufacturing and processing of the articles 
and the amount of postal increases since 1933? 

Mr. Grorce. There have been increases. You know as much about 
that as I do. I am not in business. I do not have anything to do 
with the business end of these concerns. I know they have had in- 
creases. Everybody knows that increases have gone up all along the 
line except attorneys’ fees. 

Mr. Lestnsxr. Could you honestly say that postal increases have 
kept step with the other increases? 

Mr. Georce. I think in certain services the increases, either in ex- 
istence or which are proposed, go beyond 100 percent. There is an 
awful lot of expense in conduc ting business that did not go 100 percent. 

Mr. Lestnsxt. There is a lot more that has gone up more than that, 
too, and that is labor. 

Mr. Georce. That is true. 

Mr. Lestnsxr. In comparison as a whole, postal rates have not kept 
step; is that right? 

Mr. Grorcr. I do not know that. It may be true that generally 
other expense has kept step with the increase in the Post Office De- 
partment or gone beyond it. I cannot answer that. 

Mr. Lesrnskr. One more question. You say that the postal depart- 
ment is a service to the people. Lagree with you. Is the postal depart- 
ment a service to business ¢ 

Mr. Groree. Yes, it serves business, but it invited business to come 
in to perform a service for the general welfare of the public. 

Mr. Lestnskr. You mean business has come in and utilized the 
service of the Post Office Department when the Post Office Depart- 
ment was to serve the people. 

Mr. Georer. In the first place, the Post Office Department was a 
messenger service. It was for the dissemination of communications. 

Mr. Lesinsxt. That is correct. 

Mr. Gerorce. It then became an educational institution through 
newspapers and magazines. Then parcel post was not added until 
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1912, c. o. d., money orders and all that stuff was added to facilitate 
business through the post office, and they did not do it for the busi- 
nessmen, but the general welfare of the public. That is the position 
[ take. 

Mr. Lesrnskt. Parcel post was brought in in 1912 to help the farmer 
bring his products to the cities. In the meantime business has taken 
over parcel post. 

Mr. Grorce. I think the public has taken over parcel post. 

Mr. Lesrnsx1. I beg your pardon. Business has taken over parcel 
post. 

Mr. Grorcr. There have to be two ends to every transaction, and the 
public is on one end and the business is on the other. The benefit of 
the public commingled with the benefit that may be called a busi- 
ness benefit. 

Mr. Moss. Mr. Chairman. 

The Cuarmman. Mr. Moss. 

Mr. Moss. Mr. George, do you feel you can separate the services 
rendered to the public and to business? How would you segregate 
business from the public ? 

Mr. Grorar. It has never been done, and I think it is a practical 
impossibility. You can aim at it and maybe get it more realistic than 
it has been in the past. I think the rule that would work on business 
in the Post Office Department is to furnish the services at a price that 
business can pay and make them pay that price. 

Mr. Moss. Let us take another one of your statements. You said 
that Congress or the people invited business in. Let us just be a little 
more specific on that. I think any service that the post office renders is 
usually added because some Member of Congress, at the insistence 
of some group, having a special interest in that service, comes here, 
introduces a bill, and the group having the special interest in the serv- 
ice comes before the committees, and urges that the service be granted, 
Rarely, if ever, is it the result of some spontaneous demand on the 
part of the public. It is a well-founded campaign aimed at getting 
Congress to submit to the will or give the service that the group 
wants. 

Mr. Grorer. That may be true about certain fringes and small 
matters. 

Mr. Moss. Can you cite me an example where service has been 
granted without that procedure 4 

Mr. Grorce. I have not been of the opinion that business demanded 
parcel post or the many things that are in the Post Office Department 
at the present time. 

Mr. Moss. I would suggest that if you got back to the session of 
Congress where the Parcel Post Act was authorized, you would prob- 
ably find a very strong demand from business to provide the service 
to permit them to sell to people throughout the country. 

Mr. Corserr. Will the gentleman yield right there 

Mr. Moss. I will yield. 

Mr. Corsetrr. As a matter of information, there was written into 
law at. that time the definite provision that the charges on parcel post 
should be at or above the break-even level. So if the request came 
from business, they were asking for a service that paid for its own 
way. I do not necessarily disagree with the gentleman’s point, but 
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in parcel post. we certainly have a clearcut example of no one seeking 
a special favor when the law was written. 

Mr. Moss. I am not saying favor, but service. 

Mr. Corserr. When it is to be paid for at or above the break-even 
point, I think it is fair. We are operating under that law and we 
have had some serious increases in parcel post in the last 2 years. 

Mr. Moss. I am not holding that the classes of mail should be broken 
down in direct costs and immediate ‘ly have that assessed against them. 
I think there is a certain amount of truth in the contention of the 
third-class users that you utilize certain surplus facilities of the post 
office just like the evening telephone caller is given lower rates because 
he is using surplus facilities of the telephone company. I do believe 
it is wrong to lay a foundation which would point up the need for 
burdening the first-class user with the major costs of the Post Office 
Department. I think the effect of the public service of the Post Office 
Department should be clearly underwritten by the taxpaying public, 
and included as a subsidy to those groups of mail users. 

Mr. Corzerr. I think the gentleman is sound in that position. 

Mrs. Sr. Grorcr. I wanted to say that the increase in fourth-class 
mail which has been recently granted by the ICC amounts to $160 
million in order to put that class of mail on a paying basis, or at least 
a break-even basis. 

Mr. Moss. I would like to point out the practical effect of the pro- 
posal we have before us. According to the cost-ascertainment figures, 
and Mr. George’s information, despite the statement on page 2 of his 
testimony, the new administration has not challenged the soundness 
of the cost-ascertainment system, but on the contrary came before this 
committee and vigorously defended the system as to its soundness. 
While you might disagree with the soundness of that system, it is 
being defended by the present officials of the Post Office Department. 
I think in taking those figures and finding a $105 million profit on 
first-class mail, regardless of the categories of first-class mail and 
burden it with another $150 million and increase that profit to $255 
million is not justified on the basis of those cost-ascertainment figures. 

Mr. Hacen. The gentleman has made some excellent contributions 
and observations, and I largely agree with him. Referring to your 
original statement of how the service was developed because of the 
pressure or the requests made by groups or people, I think he has 
analyzed that correctly. 

Furthermore, the Department of Commerce was set up and expanded 
from time to time because of the request or the pressure or the in- 
sistence of a group of people, business people in many cases, and their 
requests were granted because of the insistence of Members of Con- 
gress. There is no apology to make on the part of business or anyone 
for those services. 

Mr. Moss. That is true of a number of departments of government. 

Mr. Lestnskt. In other words, the intent of the bill is this, that the 
business people, which are users of second- and third-class mail, want 
the general public to subsidize them directly by increasing first-class 
mail. In other words, they are getting the benefit of it, but they want 
the general public to pay for it. 

Mr. Moss. I do not contend that is their position, but that is the 
effect of the request of the Department. 
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Mr. Lesrnsxkr. In other words, the Post Office Department is a 
means of disseminating the letters and so forth, and business people 
of the country want the first-class users, the general public, to sub- 
sidize it. Is that what you mean? 

Mr. Moss. They have been laying that foundation, but there has 
been no proposal put forth by them. They have urged that we wait 
here until we have the benefits of the studies being developed by the 

Carlson committee. I cannot disagree with that position. 

Mr. Botanp. Where do you get the figure of $52 million, Mr. George, 
as a loss to the Post Office Department because of the adoption of 
Public Law 199? I have received 2 or 3 telegrams from organiza- 
tions such as yours quoting the same figure. 

Mr. Georcr. It was testified to at the ICC hearings by a Post Office 
Department witness. 

Mr. Botann. I would like to find out, Mr. Chairman, from one of 
the post office officials who might be here if that is a true statement, 
that the adoption of Public Law 199 of the 82d Congress has resulted 
in a loss to the post office of $52 million. 

Mr. Watsu (Post Office Department). That is correct. That was 
the net loss from the business that was diverted at that time. 

Mr. Murray. If we are going into Public Law 199, I want to be 
heard on that. 

Mr. Walsh, you testified before the Interstate Commerce Com- 
mission in the proceeding to raise parcel-post rates. Mr. Barber asked 
you: 

Was there not a loss on every parcel-post shipment to the Post Office De- 
partment? 


You said, “Yes.” 

He asked you: 

On a 70-pound package to the eighth zone, there would be a loss of $2.51. 
You said: 

Yes; that is correct. 


What would have been the expense on 2 pieces of 70 pounds to the eighth zone, 
twice that? 


You said, “Yes, sir.” 

How much on 10 pieces—10 times that $2.71? 

You said, “Yes, sir.” 

Now, Mr. Barber said: 

Looking at this table, Mr. Walsh, I fail to find wherein any instance the cost 
of handling any of these pieces from 1 to 70 pounds in any zone is lower than 
the revenues received. Therefore, in handling these pieces from 1 to 70 pounds, 


it would have cost the Department more to handle them than the loss in revenue. 
The WitTness—— 


That is you—— 


I have no reason to disagree with you. 


Now, the Post Office Department in its brief before the ICC in the 
same proceedings said this: 


The National Council on Business Mail, Inec., makes much of the fact that 
estimates furnished by the Postmaster General indicate that the weight and 
size limits fixed by Public Law 199 have operated to reduce the number of pieces 
of parcels, and that the consequent loss in revenue indicated an increase in 
the deficit of $52,440,000, resulting from the size and weight restrictions pro- 
vided in Public Law 199. 
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As a matter of fact, the testimony of the Department’s cost witness clearly 
indicates that if the trend toward heavier parcels experienced prior to the 
effective date of Public Law 199 had continued, thus requiring additional sub- 
stantial expenditures for expanded facilities and increased expenses would have 
tended to offset the potential revenues from the heavier weight parcels. In 
other words, the immediate result of changes accomplished by Public Law 199 
must be clearly distinguished from the long-range results contemplated when 
the legislation was enacted. In the long run, the added expenditures for ex- 
panded facilities conceivably might have brought about even greater deficits 
than those immediately resulting from the decreased revenues attributable 
to the absence of heavy parcels, 


Now, the ICC in its decision granting this increase said this: 


We are unable to agree with the protestants that an increase in traffic, espe- 
cially such as might result from restoration of the former size and weight limits, 
would insure against recurring deficits. In the fiscal year 1951, the number of 
parcels carried was 27 percent greater than it was in the fiscal year 1946. In the 
same period the deficit estimated for fourth-class mail rose from $42,415,000 to 
$131,141,000. 

1951 was the year immediately preceding the effective date of Pub- 
lic Law 199. You cannot tell me that because of the enactment of 
Public Law 199 there was any loss of $52 million because the more 
parcel post you handle, the more you lose. I led the fight for Public 
Law 199 in the House. It isa good bill. It is high time that the Post 
Office Department gets out of the freight business and quits com- 
peting with private enterprise. 

Mr. Watsu. My testimony before the ICC did not disagree with 
that point at all. The extract that you read from the hearings, and 
the report of the Commission adequately portrays the testimony that 
I gave before the Commission. 

Mr. Morray. This claim of loss of $52 million because of Public 
Law 199 is all poppycock. 

Mr. Wats. The net revenue was reduced by that amount as of 
the time the law went into effect. 

Mr. Murray. What about the increase in transportation and the 
expansion of facilities—you do not take that into consideration at 
all—and the increase in salaries of personnel. 

Mr. Bouanp. In the long run, the adoption of Public Law 199 will 
assist the Post Office Department, will it not, in your opinion ? 

Mr. Watsu. I think it could have that result. 

Mr. Morray. It will get out of the freight business, too. 

Mr. WausH, My testimony was that it probably was not harmful to 
the Department in my opinion. 

The Cuatrman. Are there any other questions to be directed to the 
witness ¢ 

Mr. Lestnsxt. I have one little statement. For the information of 
Mr. George here, if Public Law 199 is repealed—let us realize this— 
you have not the facilities in the Post Office Department to handle 
the heavy items. For your information, what you have to do is 
spend about $2 billion throughout the whole country for facilities that 
will be necessary. 

That is all, Mr. Chairman. 

Mr. Dowpy. I have some questions that I would like to ask if we 
ever get off the other point. 

The Cuamman. Very well. 

Mr. Dowpy. Mr. George, referring to the third from the last para- 
graph in your statement “here, you say that Postmaster General Sum- 
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merfield has repeatedly expressed an intention to conduct the postal 
operations at a considerable saving over past operations. Perhaps the 
Postmaster General’s statement left that impression with me when he 
first said it, but when you examine his statement and the appropria- 
tions that. were requested and given, you will find in 1953 fiscal year, 
substantially 6 months of which Mr. Summerfield was Postms aster 

General, the Post Office Department had appropriations of $2,793,- 
800,000. For 1954 fiscal year, that appropriation was eine by 
$38,450,000. Postmaster General Summerfield before this committee 
expressed merely a hope that he would be able to conduct the post- 
othice operations this fiscal year for that. In other words, he is ex- 
pressing a hope that nearly $40 million additional over last year will 
get him through the year. 

Mr. Grorcr. In my statement, I say it is believed he can bring about 
economies in operations which will cut the cost of operation. I do 
not think he has been in there long enough to achieve much of any- 
thing except get an organization started. 

Mr. Dowpy. He expressed merely a hope that he would be able to 
do it for $40 million more than last year. In other words, from the 
way he said that, he did not have much hope of that. 

Mr. Grorce. I did not hear that statement. I heard him make the 
statement personally, and I have seen it made other places, that it is 
his hope and expectation to really bring down the cost of operations of 
the Post Office Department by one means or another—by changes in 
personnel, reorganization generally, and so forth. They have not 
done any of that yet. 

Mr. Bouton. If the gentleman would yield at that point? 

Mr. Downy. Yes, sir. 

Mr. Bouron. Am I not correct in stating that his expression of hope 
was $75 million less than his predecessor’s expression of hope for the 

same fiscal period ? 

Mr. Dowpy. As I understand it, the executives asked for a greater 
amount than Congress appropriated for them. 

I have one other matter, Mr. Chairman, 

Mr. Chairman, the witness referred to the work of the Carlson 
investigating committee. In view of Postmaster General Summer- 
field’s statement early in these hearings that that committee was fail- 
ing in its duty, I think we should find out something about that 
before it is over with. 

The Cuarrman. We will. 

Mr. Murray. We have Mr. Tillotson here, who will testify about 
that. 

Mr. Botton. I have one brief question, Mr, Chairman. 

Merely so we can evaluate your testimony, would you be kind 
enough, as the national director of this association, to give us some 
estimate of the percentage ratio between profit before taxes and gross 
business done by these companies ? 

Mr. Georer. I am not national director of the association. I am 
general counsel, pe I have nothing to do with the business operation 
of these concerns. 

Mr. Botton. So the gentleman would not have the figure? 

Mr. George. I cannot answer that question. 

The Cuatrman. Judge Davis will inquire. 
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Mr. Davis. In line with what Mr. Bolton just asked you—I notice 
also in your statement—you stated that other persons representing 
your organization would be here, and they would have firsthand facts 
and figures concerning the effect upon them by this proposed bill. 
Who of your group is going to testify here? 

Mr. Grorcr. There are two of them here now. I sent out a sugges- 
tion, especially to 22 members of the association, whom I knew were 
heavily interested in third class, and I also sent a general bulletin 
to the membership suggesting that anyone who wanted to come here 
and testify about the hardships these rates would do to them, they 
should take advantage of their opportunity. There are two of them 
here. I think there will be more coming if you have more time. They 
are Mr. Wilson and Mr. Davenport. Mr. Davenport is at the end of the 
list, and Mr. Wilson follows me. 

Mr. Davis. Can you answer this question? Do you know what per- 
centage of increase has accrued to the members of your group and what 
percentage will accrue if this increased rate included in this bill goes 
through? In other words, what the percentage would be with this in- 
crease and the increase in the last rate bill we had ¢ 

Mr. Grorce. I cannot answer that. I do not know those figures. 
I have not made any statements about what would happen definitely 
to anyone in the association. I might say that our association dues 
are based upon volume of business. I will say that since World 
War II ended, our turnover has been entirely in the class that pays 
$100 a year dues. That is the little businessman. Our turnover has 
been in there. We have an increase in membership. 

Mr. Davis. I was not asking about an increase in membership. I 
want to know the percentage increase in postal expense which your 
members have had to pay. 

Mr. Georce. I cannot answer that question. But the little com- 
panies are going out of business. 

Mr. Davis. That is all, Mr. Chairman. 

The Cuarrman. Mr. George C. Wilson, president, Wilson Chemical 
Co. Do you have a copy of your statement for the reporter ? 


STATEMENT OF GEORGE C. WILSON III, PRESIDENT, WILSON 
CHEMICAL CO. 


Mr. Wuson. No, I did not have time to prepare one. I will have 
copies printed for the members of the committee. I do not have them 
at the present. 

The CHarrmMan. You have just the one statement in your hand. 

Mr. Wirson. Yes, sir. 

The Cuatrmay. Is it very long? 

Mr. Witson. No, it is not. This bill has No. 6052, which was sub- 
mitted to the committee on Friday, July 10, regarding parcel post 
increases. I might say now 

Mr. Davis. Who is the witness? 

The Cratrman. He describes himself as George C. Wilson IIT, 
president, Wilson Chemical Co. 

Mr. Davis. Where are they located ? 

Mr. Wirson. Tyrone, Pa. We have been in business for 60 years 
dealing with children and adults, too, selling White Cloverine brand 
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salve through the mail. As I say 60 years is a long time to be using 
the mail, and we have had many, many thousands of youngsters get 
their start in the business world by selling our product. The actual 
idea is that we send our product to them on trust, 14 boxes of our 
salve. They sell it door to door and send back to us the money and 
either receive a cash commission or a premium. 

The CxuarrmMan. How do they find out about you? 

Mr. Wirson. We advertise through national papers, comic books, 
the pulp magazines. We send out over 2 million circulars a year. 

The CHarrman. You send them to these youngsters and they sell 
your merchandise and send you part of the money # 

Mr. Witson. That is right. It is all done on a trust basis, I might 
add Wesend our merchandise out to them purely on their signature. 
We have many such cases now that people will let the accounts go for 
years, and we will never hear from them, and then they will remit 
to us the money they have owed us later on in life. 

Our collections are between 80 and 90 percent of our accounts, which 
is amazing. 

The Cuatrman. You only lose about 10 percent ? 

Mr. Wizson. That is right. We are very unique in the mail-order 
business. As Mr. Murray pointed out, the mail has been very good 
to us. But there is a certain stoppage point. We do not feel we are 
taking advantage of the public because we feel that we are giving a 
service not only to the parents, but to the young people of this country. 
In 60 years we have on record many governors and lieutenant gov- 
ernors and prominent men who have sold our product, and felt they 
started on the road to success that way. 

Mr. Murray. Maybe Governor Tuck did. 

Mr. Davis. I do not know about Governor Tuck, but I know one 
Congressman who used to sell the product. 

Mr. Cretretta. Mr. Gubser is another. 

The CuHarrman. You may proceed. 

Mr. Wison. First of all, I would like to point out some important 
figures that I believe would be interesting to the committee regarding 
our local community. Our local post office grosses around $190,000 a 
year. Their expenses, including everything, salaries, all miscellaneous 
expenses, only total $110,000. Therefore, they are contributing a net 
profit of $90,000 a year to the post-office system. If we should with- 
draw our business, which any increase at all now will mean that is what 
we will have to do, they stand to lose $50,000 a year. In other words, 
they must be subsidized this amount, and of course the taxpayers will 
again feel this. 

Definitely the Post Office Department in Tyrone is providing a fine 
living for their employees. I might say it is much better than the 
average family. $4,360 a year is the average pay for the mail carrier, 
while the lowest possible pay for a janitor or any employee is $1.50 per 
hour, while the highest is $1.865 an hour. Surely these wages and 
salaries do not coincide with the average standard of living in Tyrone. 

On top of this are the small incidental expenses of the post office. 
Being in the heart of the coal section, I would like to point this out 
as an example of these expenses. The Post Office Department in 
Tyrone is paying $8 a ton for coal, while we at our plant need good 
coal for steam and heat, and we are getting the best possible coal for 
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$4.50. I wanted to point this out to show exactly how some of the 
unnecessary expenses not only in our local post office but in millions 
of other small post offices occur. I agree with Postmaster General 
Summerfield when he is trying to reduce the post-office deficit, but 
nobody seems to be able to put their finger on what the deficit really is. 

The first thing to do is not to think of increasing rates. I am sure 
if the rates are increased third-class users such as ours will be forced 
to discontinue business, therefore lowering the revenue to the Depart- 
ment, while expenses will remain practically the same. 

I would like to point out that third-class mail has always been given 
deferred handling. We have had many test circulars mailed to see 
the length of time it takes for an average third-class circular to reach 
its destination. Sometimes it takes as long as 3 and 4 weeks for these 
to return to us. 

We should not be forced to pay practically the same rates as first- 
and second-class mail for this deferred handling. Third-class mail 
is a byproduct of the postal operation and certainly is a heavy pro- 
ducer for the first-class mail revenue. Undoubtedly it is to the 
Government’s advantage to promote our business rather than to 
destroy it. 

Business promotes income and income promotes general revenue to 
the Government. Certainly this would not be the case in our plant 
or our community were both revenues to be discontinued. 

I definitely believe that this committee should wait until the Carlson 
report is submitted in January. We are already up against a 35- 
vercent increase in postage rates which go into effect October 1. 
These are over and above several previous very steep increases. 
The size-and-weight law mentioned by Mr. George and commented 
on here has added $52 million to the already present post-oflice deficit. 
As yet no action has been taken one way or the other on this producer. 

I realize that more than half of the smaller posé offices in this coun- 
try do not produce enough income to pay their postmasters’ salaries. 
We are definitely not in this position in our community where our 
business is supporting the post office to fine advantage. I sincerely 
believe, as many in our community do, that the post office is primarily 
a public service. The deficit the Department now has is mainly due 
to the second-class mail, free service by the mail, and other incidentals 
which have added greatly to this deficit. 

In closing, I would like to state before this committee that many 
such smaller businesses such as ours are facing the very darkest 
future of being eliminated and closing their doors. This situation 
is certainly not encouraging to us and to our community. 

The CHamman. Thank you. 

Mr. Lesinsx1. The committee has been most fair to the users of the 
mail. We recognize the needs that you have brought out to us today. 
We do not want to hurt your business. That is not our intent. Our 
intent is to bring about as reasonably as possible the revenue to the 
Department. Your business is a very important business and I 
aaleahand that. 1 

There are a few questions I would like to ask you. How much do 
you pay for the coal ? 

Mr. Wuson. $4.50 a ton for our coal. 

Mr. Lesrnsxi. What kind of coal ? 
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Mr. Wiunson. It is regular steam coal. It has to be good steam coal 
to heat our salve. 

Mr. Lxstnskt. Is it Kentucky or Ohio? 

Mr. Wixson. It is Pennsylvania. We are right in the heart of the 
coal district. 

Mr. Lesinski. Have you tried soft coal 

Mr. Wirson. Yes, sir. 

Mr. Lestnsxt. What kind of coal does the Post Office Department 
use ¢ 

Mr. Wuson. They are using the same kind of coal we are, because 
the dealer supplies the coal and they get it from the same mine. 

Mr. Lestnsxi. I am glad you brought that out. Back home the 
Post Office Department uses the cheapest kind of coal they can possibly 
get hold of, and that is strictly Ohio and mostly slag and very poor 
quality. In other words, you brought something out that I did not 
know about. 

Mr. Witson. I was very surprised when I saw this figure. I 
stumbled on it accidentally. As I say, the two brothers supply our 
coal, and he very jokingly was implying about the rate he gets from 
the post office. I understood that most of these coals are put out to 
bid, which is right. There must be some getting together or some 
mutual agreement between the men who have these bids where one year 
they will Tet one person take it, and the next year they will let somebody 
else take the bid. 

Mr. Lesinsk1. I have seen that happen before. 

That will be all, Mr. Chairman. 

The Cuarrman. Judge Davis. 

Mr. Davis. I had just asked Mr. George some questions, Mr. Wilson, 
which he said he thought you might answer. Taking the postage rate 
increase in the last raise which the Congress made, plus the proposed 
increase in this bill, have you calculated what the total percentage 
increase would be on your business ? 

Mr. Wuson. The parcel-post figures goes into effect — 

Mr. Davis. I am referring now to third class. 

Mr. Wirson. It will cost us on our 2 million circulars which now 
cost us $30,000, and it will mean about a $30,000 increase to us a year 
to mail our circulars. 

Mr. Davis. How much increase did you sustain with the last rate 
increase bill; do you know ? 

Mr. Wuson. Yes. They went from a cent to a cent and a half, 
which would be $13,000 or $14,000 a year on the 2 million circulars. 

Mr. Davis. And how much additional increase would that 
amount to? 

Mr. Wirson. $30,000. 

Mr. Davis. $30,000 additional increase ? 

Mr. Wuson. Yes, sir. 

Mr. Davis. And what would that figure be for you now in per- 
centage in increase on the two rate bills / 

Mr. Wutson. It would be about. $42,000 that we have had increased. 

Mr. Davis. And what was your figure before the two increases? 

Mr. Witson. About $12,000. 

Mr. Davis. $12,000 before and $42,000 increase ? 
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Mr. Wirson. That is right, plus the parcel-post increase, making 
an increase in this year alone of over $70,000. For a small business 
such as ours, we cannot take it. We have never raised our price to 
any of our agents over 60 years. We have been at the 25-cent price. 
Only by raising April 1 a dime to offset the costs we had to absorb 
on the last increase could we stay in business this long. 

With these proposed increases, I will not ask a child or adult to sell 
our product for more than 25 cents. In the first place, remitting to us 
a money order he would have to pay twice as much for it. He would 
be over the $5 limit. We are not in business to have the kids dig down 
in their pockets or the adults, and pay to send back to us. We are 
very unique in that sense. All of this is sent postage paid to them. 
They have no expense whatever. All they do is sell our product, 
remit back to us, and they are entitled to a cash commission or a pre- 
mium. Therefore, a kid that wants to work or an adult that wants 
to earn money can do so without any expense to themselves. 

Mr. Davis. How many employees do you have? 

Mr. Wnison. Around 150, and that advances to 200 during the 
winter which is our busy season. 

Mr. Davis. This coal difference in price which you mentioned, do 
you figure that could be attributable to quantity purchases? In other 
words, that you buy so much more than the post office that your rate 
would be less than theirs? 

Mr. Wirson. It could be, but I definitely doubt it. Most people 
up around there are very anxious to get any kind of business. They do 
not go in so much for quantity discounts. It is all a straight flat 
price. 

Mr. Davis. That is all I have. 

Mr. Lestnsxr. Mr. Chairman, I have one question. 

The CuatrmMan. Mr. Lesinski. 

Mr. Lestnsxr. You say you charged 25 cents for your article for 60 
years. 

Mr. Wirson. We never raised our price until April 1. We were at 
25 cents for 60 years. 

Mr. Lestnsxt. The average salary is $75 and back 60 years ago, 1890, 
$9 a week was very good wages. 

Mr. Wirson. That is right. 

Mr. Lestnsxt. In other words, your selling price should be $2. 

Mr. Witson. Do you think a kid could sell our product to you for a 
dollar and a quarter? He has a tough time getting all his neighbors 
and friends for 25 cents. 

Mr. Lestnsxt. I recognize that. I was trying to point out the dif- 
ference in today’s prices and 60 years ago. 

The Cuarrman. Mr. Cole has a question. 

Mr. Corr. Mr. Wilson, does your organization use the bulk mail ? 

Mr. Wirson. Yes; we do. 

Mr. Core. I notice under date of October 30, 1951, the minimum 
rate on bulk mail was increased to 114 cents. That is correct, is it 
not ? 

Mr. Wrirson. That is correct. 

Mr. Corr. How did that affect your business? 

Mr. Wuson. I believe that was part of Mr. Davis’ question. 

Mr. Corr. I am sorry. I was trying to keep up with something 
else. 
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Mr. Witson. The increase of half a cent to us meant about $12,000 
to $14,000 a year. This additional increase will mean about $30,000, 
making a total increase of about $42,000. 

Mr. Cote. What I mean is, Did you have any loss in business because 
of that minimum-rate increase ? 

Mr. Wixson. We still mailed the same amount of circulars. Our 
return was still the same, but it was costing us more to get a reply 
with the extra half cent. We had to get more replies to balance out 
our costs. 

Mr. Cote. And you had no falling off? 

Mr. Witson. The only way we have continued in business with these 
increased postal rates is because the country is in a very good situa- 
tion. You know the birthrate during the war, and all those children 
are now becoming our customers. It is only through the increased 
population that we are increasing our volume. Every year our volume 
has to increase that much more for us to continue in business. 

Mr. Coz. One more question. Do you use the permit for the use 
of the bulk mail? 

Mr. Witson. Yes, sir. 

Mr. Corz. That, I believe, you pay $10 for. 

Mr. Wiuson. That is right. 

Mr. Cote. Would there be any objection on the part of your con- 
cern, assuming that there would be no further increase in postal rates, 
to an increase in the cost of that permit from $10 to $25 ? 

Mr. Wuson. Certainly not on my part. It could go to $100 as far 
as I am concerned if the postal rates would stay the way they are. 

Mr. Core. Thank you. 

Mr. Corserr. I want to comment on the matter of business, Mr. Cole, 
because some of the members of the committee might be confused also. 
In the utilization of this permit mail on bulk pieces, the amount of 
business is a misnomer, because the company sends out what it wants 
to send out. In other words, they have been sending out 2 million 
pieces at a cent and a half. One way they would have to meet this 
situation is to cut down to a million and a quarter, if they have only 
so much money available. That is why this type of mail is a bit 
unique. The user himself determines the amount he wants to put in. 

Mr. Cote. What I am trying to figure out is how to gain the amount 
of revenue in order to overcome the deficit with the least suffering 
to the users of the mail. If that can be done by increasing this permit 
from $10 to $50 or $25, and cause less suffering by the users of bulk 
mail, then I think that should be done. I believe that by increasing 
that permit you will bring in more revenue than you will in increasing 
the minimum rate. 

Mr. Murray. That would not be a drop in the bucket. 

Mr. Corserr. I think the gentleman has a good point. Further- 
more, the proposal before us calls for cutting out the $10 permit. 
You have no ill effect on the small user because he does not have to 
buy a permit, but can used precanceled stamps instead of buying a 
permit. 

The Cuatrman. Are there any questions of the witness? 

Mr. Creretia. Mr. Wilson, you have talked and so have other wit- 
nesses in emphasizing the necessity of waiting for the Carlson report. 
If the Carlson report should sustain the position of these increases 
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proposed in the bill, would you still resist the attempt to raise the 
mail rates then ? 

Mr. Wuson. Sir, all I am trying to do is stay in business. I will 
certainly resist anything that will try to put us out of business with 
our financial reports show that is what is happening. 

Mr. Crerecia. Then your answer to my question would be that in 
spite of the Carlson report, and if the Carlson report emphasized the 
necessity of raising these rates, you would be back here again resistiny 
these increases ¢ 

Mr. Wuson. Yes, sir. Is there any definite information that there 
is a postal deficit as we talk about it now? As I tried to point out in 
our one community, where $4,200 a year is the minimum salary, we 
could hire the men to work at the same mail at a third less, and they 
would be happy with it. That is the point I try to make in my state- 
ment. We pay the boys home from college passing the mail at $1.48 an 
hour during the Christmas rush. I am saying there should be a cut- 
ting of expenses before we think of raising the rates. Then if these 
expenses are cut to the lowest, we will try and find another additional] 
way if the rates need raising. 

Mr. Creretta. My question to you can be answered yesorno. Your 
answer to my question is that in spite of the Carlson report, if it 
recommended rate increases, you would again resist them ? 

Mr. Wirson. Yes. 

Mr. Creretia. You have told us about the sales that you make. I 
take it that you do business in various States, do you not? 

Mr. Witson. Forty-eight States, yes, sir. 

Mr. Crerecta. Do you have a computation of what sales tax you 
pay in those States for the sale of your product? 

Mr. Wirson. No; I do not. 

Mr. Crereia. Do you pay sales tax? 

Mr. Wirson. No; we do not. 

Mr. Crereita. Does not the law require you to pay sales tax? 

Mr. Witson. We have never paid sales taxes. 

Mr. Crerecta. Do you know that the law requires you to pay sales 
taxes ? 

Mr. Witson. We have never paid sales taxes. 

Mr. Creretna. That is all I want to ask. 

Mrs. Sr. Grorer. Mr. Wilson, you have not raised the price of your 
product for 60 years? 

Mr. Wizson. That is correct. 

Mrs. Sr. Grorce. You do pay some taxes ? 

Mr. Wi1son. Over the past few years, very few, because we have 
not made much money. 

Mrs. Sr. Groree. Has not your tax bill gone up in 60 years? 

Mr. Witson. Yes. 

Mrs. Sr. Guorce. Has not the cost of living gone up considerably in 
the last 60 years? 

Mr. Witson. That is correct. 

Mrs. Sr. Grorcr. There is nothing you can do about that. You 
admit that is just a natural sequence of events, and you pay those 
taxes, 


Mr. Wuson. That is right. 
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Mrs. Sr. Grorex. And in time you will pass them on to your cus- 
tomers as every other businessman does. You already made a step in 
that direction last April. 

Mr. Wuson. That is right. 

Mrs. St. Georce. What would you do if the increase in postage 
posed a serious problem? You said you might get out of business. I 
am sure you would not do that. Where could you go if you did not 
have the use of mails, even granted there was an increase. What 
other means would you have of selling your product, even granting 
that the postage rate is twice what it is. 

Mr. Wiison. We have representatives in 95 percent of the drug- 
stores over the country. We would have to go into the drug field 
and be out of the mail business completely. 

Mrs. Sr. Grorer. You would have to get your product around, 
would you not? You have been using the mails to a great extent. 
Where would you go if you could not use the mail ? 

Mr. Witson. We would be up against it. Our wholesale business 
is a fine business in itself. We would drop out of the mail-order 
business. Of course, our wholesale business we ship by trucks and 
by the railroad. 

Mrs. Sr. Grorce. That would be more expensive, would it not ? 

Mr. Wirson. We ship in larger quantities, 5, 10, 15, and 100 gross 
lots. Here we are shipping 14 boxes of our product and the tube for 
packages of less than 2 pounds. 

Mrs. Sr. Grorcr. You will admit that there is no other way of 
shipping, even at twice the figure, that would accomplish the same 
result, is that not true, if you had to go to any other method ¢ 

Mr. Witson. That is right. 

Mrs. Sr. Groree. Even granting that there was a considerable rise 
in rates? 

Mr. Wirson. That is right. 

Mrs. Sr. Grorce. There still would be nothing commensurate with 
the post-office service. 

Mr. Wixson. That. is right, but we could not pay the rates to be in 
business. We cannot raise our price. We cannot ask our agents or 
our customers to pay any additional price. 

Mrs. Str. Grorer. Everyone else in business has done it. 

Mr. Witson. We are in a very unique business. 

Mrs. Sr. Groree. You see that wallet. That wallet costs in the 
cheapest downtown store in Washington $3. Do you know what it 
can be bought for without the tax inthe PX? $1.90. Where is that 
difference? There is a difference there of $2.10 that is passed on to 
the customer. Nobody says anything about it. That is business. 
Your business is no different from any other. The only remarkable 
thing about your business—— 

Mr. Witson. When 350,000 kids write to you in a year, it is certainly 
a lot different. 

Mrs. Sr. Grorcr. I saw a cartoon the other day saying “Raise our 
allowance on the escalator basis so as to take care of the rise in bubble 
gum.” Kids are quite as smart as anybody else. 

Mr. Gross. Do I understand the gentleman to say that he agrees 
with the lady from New York that the high cost of living is a natural 
sequence of events? 

Mr. Wixtson. Not a natural sequence of events. 
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Mr. Gross. I do not want to pursue the question, but I think 
many instances it is quite an unnatural sequence of events. 

Mr. Wirson. That is right. 

Mr. Gupser. The last question I asked the witness. 

Mr. Dowpy. Mr. Wilson, the question was asked you about local 
sales taxes, and you said your company did not pay them. There 
was apparently some surprise expressed there. You are not in the 
retail business, are you ? 

Mr. Witson. No; we are not. 

Mr. Dowpy. My understanding is that those sales taxes are retail 
taxes. 

Mr. Wirson. That is right. 

Mr. Downy. There is another point that was brought up some time 
ago that I do not know whether I got correctly or not. I want to 
straighten it out in my mind because there may be some misinforma- 
tion that I have. You testified that you mail about 2 million circulars 
a year. 

Mr. Witson. That is right, sir. 

Mr. Dowpy. Before that was started to be raised, was that a penny 
each that it cost you to mail them ? 

Mr. Witson. Yes, that is right. 

Mr. Downy. That would be $20,000 to mail 2 million. 

Mr. Witson. That is right. 

Mr. Dowpy. I understood you to say that your increase in cost so 
far was $12,000. Actually to mail the 2 million originally it cost you 
$20,000. When the one half cent increase went into effect, it cost you 
$10,000 more. 

Mr. Witson. $30,000 altogether. It would be double if this pro- 
posed increase went into effect. 

Mr. Downy. If this increase goes into effect, then that will cost you 
instead of $20,000— 

Mr. Witson. $30,000 it is costing us now. 

Mr. Dowpy. I am talk about before any increase was made. The 
original cost of $20,000 under this increase would step on up to 
$40,000 to mail the same number of circulars. 

Mr. Wirson. That is right. 

Mr. Downy. I understood you to say that there would be an increase 
in cost to you of $ 12 ( 000 or something like that. 

Mr. Wison. I was giving the figure of parcel post in that also. 

Mr. Downy. If I understand this method of using circulars, you 
mail out 1,000 circulars, and you expect so many answers. 

Mr. Wiison. That is right. 

Mr. Dowpvy. So if you mail out 2 million, you would expect to 
multiply by that amount. If you had to cut back to just a million, you 
would only expect to get half as many returns? 

Mr. Witson. That is right. 

Mr. Dowpy. Your business depends upon a great deal of volume. 

Mr. Wutson. That is right, sir. 

Mr. Dowpy. I just wanted to get those figures straight, because I 
misunderstood you. 

Mr. Botron. Mr, Wilson, may I ask what percentage of your overall 
costs your mailing costs represent ¢ 

Mr. Wirson. Offhand I would not be in a position to answer that, 
sir. 
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Mr. Botton. Would you hazard a guess? Is it more or less than 

percent ¢ 

Mr. Witson. I could give you our gross and our postage bill, and 
you can take it from there—$650,000, and we spent around $140,000 to 
$150,000 on postage. So it is almost 25 percent of our business that we 
pay the post office and our community has the advantage of that. The 
employment is in the community. The rest goes for employees. Of 
course, the cost of our product has doubled since we started in busi- 
ness sixty-some-odd years ago. 

Mr. Davis. Will the gentleman yield for a question there ? 

Mr. Bouron. I will be happy to. 

Mr. Davis. Is the $650,000 your business expense ? 

Mr. Witson. That is approximate. 

Mr. Bouron. Of that $150,000 you mentioned for postage, how 

ich is affected by this bill 

Mr. Witson. I do not understand the question. 

Mr. Bouron. In other words, how much is paid for parcel post and 
how much for third class? 

Mr. Witson. Parcel post is the greatest. I would say approximately 
$90,000 for parcel post. The rest would be for the circular because 
our first class is just the letters which is hardly anything. 

Mr. Bouron. May I ask just one more question? What relationship 
does your net profit before taxes have to your gross receipts 4 

Mr. Wuison. I would not know that, sir. 

Mr. Dowpy. Will the gentleman yield on that point? I would like 

go a little further into it. 

Mr. Botron. Yes. 

Mr. Dowpy. Maybe you can give us this. How does your postage 
bill compare with your net profits before taxes? 

Mr. Wixson. Considerably higher, that is for sure. 

Mr. Dowpy. Could you give us an approximation? In other words, 
you have given us your postage bill of $150,000, is that correct 

Mr. Witson. Approximate ely, yes, sir. 

Mr. Dowpy. Could you give us an approximation of your net prof- 
its before taxes ¢ 

Mr. Witson. No, I could not right offhand. 

Mr. Dowpy. It is less than your postage? 

Mr. Wutson. Definitely, sir. 

Mr. Dowpy. 50 percent? 

Mr. Wiurson. A lot lower than 50 percent. 

Mr. Dowpy. In other words, your net profits before taxes are less 
than 50 percent of your postage bill? 

Mr. Wuson. A lot less, yes, sir. 

Mr. Hagen. Mr. Wilson, I was a little disappointed in your remarks 
in connection with Mr. Cretella’s question. I do feel that if the Carl- 
son committee report shows that increased rates are necessary on 
second- or third-class mail or even on first-class mail, that the people 
of the country, the business people and others, should go along and 
accept a fair ‘and moderate increase if the facts show that they are 
necessary. 

Now, would this be a fair statement to ask you, would you more 
readily accept increases if they are by facts proven that they are 
necessary rather than sone the m now without such facts proven ? 


Mr. Wutson. Cert: ainly, sir, I would be. 
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Mr. Hagen. Thank you. 

Just a final observation: America was built on faith and trust. By 
your faith in modern American youth you still are building up young 
women and young men and boys and girls to be successful citizens of 
America, is that a fair statement to make? 

Mr. Wison. Yes, sir. 

Mr. Ruoves. Mr. Wilson, is your company a member of the local 
chamber of commerce? 

Mr. Witson. Yes, we are, sir. 

Mr. Ruopes. Do you know that the National Chamber of Commerce 
has approved this increase? 

Mr. Witson. Our local chamber, I believe, has sent this commit- 
tee several telegrams, that the national might be in favor of it, but 
our local chamber of commerce realizing the situation is definitely 
100 percent back of us. I believe Chairman Rees has gotten several 
telegrams from our local chamber opposing any increase at all. 

Mr. Ruopes. So you do not think the National Chamber of Com- 
merce reflects the views of small business and the local chambers of 
commerce ¢ 

Mr. Wuson. I think each community has its own situation, and 
our local chamber realizes the situation in our particular locality 
where they have a class A post office and a very good possibility of 
dropping to a class C, 

The Cuarman. Thank you, sir. 

Mr. Tillotson is here. Mr. Tillotson is from Kansas City. He is 
here representing the committee that has been much discussed here, 
the committee appointed by the Senate, the so-called Carlson com- 
mittee. Mr. Tillotson is a member of that committee. 

Proceed, if you will. I believe your statement is a comparatively 
short one. 

Mr. Cotx. He came from Platte County, Mo., originally. 

The Cuarrman. I admit he was from Platte County, Mo. 


STATEMENT OF JOHN E. TILLOTSON, LEAWOOD, KANS., MEMBER, 
CITIZENS ADVISORY COUNCIL OF THE SENATE POST OFFICE AND 
CIVIL SERVICE COMMITTEE 


Mr. Trtxotson. My name is John E. Tillotson. I reside in Lea- 
wood, Kans., but I receive my mail through the Kansas City, Mo., 
post office. 

As some of these members of the committee will recall, I am a 
former Member of Congress have been a member of the Civil Service 
Commission, and a member of the Transport Air Command for a 
great many years. 

Last fall T retired from active business after spending 33 years 
in business and sales-promotion work. My experience covers many 
forms of activities and businesses. Practically all of it has been 
along direct mail, direct selling, or mail-order lines and publishing. 

This spring I accepted appointment as a member of the Citizen’s 
Advisory Council of the Senate Post Office and Civil Service Com- 
mittee as created by Senate Resolution 49. Many of the members 
of this House committee are familiar with the resolution. Two years 
ago in practically the same form it was passed by both Houses and 
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vas to be a joint study. As no funds were made available, the resolu- 
tion died with the end of that Congress. 

My appearance here is neither for nor against H. R. 6052. My posi- 
tion is such that I feel that I must maintain an objective attitude until 
our study is completed. 

This study is now in progress as provided by the Carlson resolution. 
The following are the members of the Advisory Council: 


Eugene C. Pulliam, president, The Indianapolis Star and News, Indianapolis, 
Ind. ; 

M. Albert Linton, chairman of board of directors, Provident Mutual Life Insur 
ance Co., of Philadelphia, Philadelphia, Pa 

Walter D. Fuller, chairman of the board, the Curtis Publishing Co., Philadelphia, 
y © 

Ed M. Anderson, editor and publisher, North Carolina Weekly Newspapers, For- 
est City, N. C.; 

Mrs. Theodore S. Chapman, first vice president, General Federation of Women’s 
Clubs, Jerseyville, Ill. ; 

William C. Doherty, president, National Association of Letter Carriers, Wash- 
ington, D. C.; 

John E Tillotson, retired, but a director, Associated Third Class Mail Users, 
Kansas City, Mo.; 

Edward B. Rubin, vice president, Spiegel, Ine., Chicago, LIL. ; 

Paul D. Sanders, editor and publisher, the Southern Planter, Richmond, Va. ; 

Robert Ramspeck, vice president in charge of Federal and State regulatory 
matters, Eastern Air Lines, Washington, D. C. 


At the first meeting of the Advisory Council, Senator Carlson was 
elected chairman and Mr. Fuller, vice chairman. A subcouncil on 
policy and agenda was set up with myself as chairman. Mr. Rubin 
and Mr. Doherty are the other two members of this subeouncil. Sena 


tor Carlson and Mr. Fuller are ex officio members of all subeouncils. 
oan hundred and twenty-seven years of business-mail post-otlice ex- 
per ience is represented by the four citizen members of this subeouncil. 

The following committees have been set up and are going about 
their work: 

Personnel, Mr. Doherty, chairman. 

Mr. Linton and Mr, Ramspeck are the other members from the 
Ady isory Council. 

Several meetings, with Senator Carlson and Mr. Fuller attending, 
have been held. Mr. Doherty has invited the heads of the various 
postal employee organizations to work with them on this committee. 

Transportation, chairman, Louis H. Palmer, traffic manager, the 
Curtis Publishing Co., Philadelphia; Mr. George R. Bryant, George 
R. Bryant Co., Chicago, Ill.; Mr. E. P. Schwartz, Des Moines Register 
and Tribune, Des Moines, lowa; Mr. Steven Kirby, assistant general 
traffic manager, Montgomery Ward & Co., Inc., Chicago, Ill.; Mr. John 
Kichner, Capital Airlines, Washington, D. C. 

The committee is meeting and working with John C, Allen, Assist- 
and Postmaster General for Transportation, and other officials of the 
Department. 

A cost study or analysis committee, chairman, Francis R. Cawley, 
vice president, Magazine Publishers Association, Inc., 1101 Vermont 
Avenue NW., W ashington 5, D.C. 

Other members are: 

Mr. W. R. Voigt, Sears, Roebuck & Co., National Press Building, 
Washington, D. C.; 

Mr. E. R. Hatton, Detroit Free Press, Detroit, Mich. ; 
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Mr. Myles Robinson, Air Transport Association, 1107 16th Street 
NW., Washington, D. C.; Mr. John E. Tillotson, 2318 West 95th 
Street, Kansas City, Mo. 

Mr. Alfer B. Strom, administrative assistant to the Postmaster 
General; Mr. Maurice H. Stans, executive partner, Alexander Grant 
& Co., Washington, D. C.; and Mr. Edmund J. Walsh, Assistant 
Comptroller, Bureau of Accounts of the Post Office Department, are 
working with this committee. 

In addition the following programs are either in progress or are 
ready to be launched : 

A survey with the National Education Association ; 

The National Industrial Conference Board will make a survey of 
the economic position and scope of the postal service; 

Some other activities are also under consderation. For example, 
Mr. Rubin is heading a movement to complete a public-opinion sur- 
vey on the postal service. 

It is my understanding—and I might say I was here yesterday 
and this morning after this was written, so my understanding was 
understated as to all the references that have been made concerning 
this Carlson committee; I am afraid, after what I have heard here, 
that they are expecting miracles from us. As I had originally pre- 
pared, it was my understanding that during these hearings there have 
been references and questions from time to time concerning this Ad- 
visory Council and its activities. In the interest of saving this com- 
mittee’s time, I have limited this statement to a bare outline of facts. 
I imagine there are many points on which you would like more in- 
formation. If so, I would be happy to try to answer, to the best 
of my ability, any questions you may have in ‘mind. 

Mr. Murray. May I ask the witness a few questions 

Mr. Tillotson, you appeared before this committee opposing postal 
rates before, did you not ? 

Mr. Titxiorson. I did once. 

Mr. Murray. J remember you came before this committee and op- 
posed increased postal rates. At that time you represented Modern 
Hi: me raft, Inc., of Kansas City, Mo. 

Mr. Tittorson. That is correct. That was my former business con- 
nection. 

Mr. Murray. Are you still not representing the Associated Third- 
Class Mail Users ? 

Mr. Trrxorson. I am on their board of directors. I have offered 
to withdraw and they have not accepted that. 

Mr. Murray. You are still an active director of the Associated 
Third-Class Mail Users? 

Mr. Tritutorson. Yes. 

Mr. Murray. Now, Mr. Edward B. Rubin, who is on this board, 
on this advisory committee, he is vice president of Spiegel, Inc. That 

a large mail-order house, it is not ? 

” Mr. Truorson. They are about fourth or fifth in what we call the 
large mail-order organizations. 

Er. Murray. Mr. Rubin has been before this committee protesting 

gainst any increase in postal rates. 

Mr. Ti.torson. I don’t know. 
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Mr. Murray. You know Mr. Walter D. Fuller, chairman of the 
board of the Curtis Publishing Co., Philadelphia, Pa., which publishes 
the Saturday Evening Post, Country Gentleman, and Holiday, has 
been here in the past opposing an increase in second-class rates, 
don’t you 4 

Mr. Titiorson. I do not know that as a fact. I assume it would 
be possible. 

Mr. Murray. Another member of this board is Ed M. Anderson, 
editor and publisher of certain weekly newspapers in North Carolina. 
He is a member of the National Editorial Association. He is one of 
the officials of that association and he has been here on several occa- 
sions opposing any increase in second-class rates. 

Mr. Titnorson. | do not know except from your statement. 

Mr. Murray. You have two representatives of the magazines on this 
committee; is that correct ¢ 

Mr. Tu.vorson. Mr. Fuller. 

Mr. Murray. And Mr. Paul D. Sanders. 

Mr. Tittorson. That is correct. 

Mr. Murray. You are yourself a representative of third-class mail; 
is that correct ¢ 

Mr. Tirrx0orson. That is correct. 

Mr. Murray. You have two newspapermen on this committee, Mr. 
Pulliam, of the Indianapolis Star, and Mr. Ed Anderson. 

Mr. Tirt.orson. That 1s correct. 

Mr. Murray. And Mr. Rubin who is interested in fourth-class mail 
especially. Now, Mr. Robert Ramspeck represents the airline and he 
is interested in airline mail, is he not? 

Mr. Tituotrson. That is right. 

Mr. Murray. Who represents the general public here on this com- 
mittee ¢ 

Mr. Tr1orson. I think indirectly everyone of us do because the 
general public is the taxpayers. 

Mr. Murray. Have you changed your views since you came before 
the committee last time and bitterly denounced any effort to increase 
third-class mail ¢ 

Mr. Tititorson. I overheard this morning the exchange of comments. 

Mr. Murray. Just answer my question; have you changed your 
opinion. 

Mr. Trtxorson. In part. 

The Cuamman. What part? 

Mr. Corserr. The gentleman states here he does not want to take a 
position on this bill. 

Mr. Murray. Have you changed your opinion since you testified here 
representing or owning the Modern Handicraft Corp. ? 

Mr. Tiiorson. I said in part. 

Mr. Murray. Will you admit that there is a subsidy being paid 
now to third-class mail users ? 

Mr. Trt1oTson. I would first want the definition of a subsidy. 

Mr. Murray. Let me ask you this question: How many meetings has 
this advisory committee held ? 

Mr. Tr1orson. Innumerable. 

Mr. Murray. Do not try to get by with that. How many meetings 
have you held? 
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Mr. Trixorson. I would have to consult. I do not know. 

Mr. Murray. Just a minute. You are paid at the rate of $32.25 a 
day. 

Mr. Tit1orson. I am not paid for this appearance today. 

Mr. Murray. Answer my question. Are you not paid at the rate of 
$32.25 for every day you are here meeting with this special committee ? 

Mr. Tir1oTson. That is correct, with withholding taxes. 

Mr. Murray. This record of last Friday shows that you have served 
11 days and been paid $355.85. 

Mr. TiLttorson. I am glad to have that information because I did 
not know. 

Mr. Murray. Is that correct? 

Mr. Tritxiotson. I do not know. 

Mr. Murray. I refer you to page 9279 of the Congressional Record 
of Friday, July 17, 1953, where it shows Ed Anderson was paid for 
| day as consultant, $32.25. William C. Doherty, consultant, 3 days, 
$97.05. Mr. Linton for 4 days, $129.40. Mr. Edwin B. Rubin, of 
Spiegel, a consultant, has been paid $226.45, and Mr. John E. Tillot- 
son, consultant, has been paid for 11 days at $355.85. 

Now, have you been paid for all the days you have served on this 
committee ¢ 

Mr. Trivotrson. Officially on the committee, yes, sir. 

Mr. Murray. So you have attended 11 meetings. Evidently, Mr. 
Anderson has only attended 1 meeting. 

Mr. Trtiorson. Let me explain that, if I may. There is the ad- 
visory council, as | explained, and there is the subcommittee. The ad- 
visory council as a group has met officially twice. My memory is suf- 
ficient to carry me past that point. 

Mr. Murray. You have only had two meetings of the full com- 
mittee / 

Mr. Titxorson. The subcommittee is doing the work of setting up 
these other subcommittees. The transportation committee, for ex- 
ample. : 

Mr. Murray. What subcouncil are you talking about? 

Mr. Tittorson. The council of which Mr. Fuller is ex officio chair- 
man; Mr. Rubin and Mr. Doherty and myself are members of it. 

Mr. Murray. Mr. Fuller is chairman, that is, of the Curtis Publish- 
ing Co. A 

Mr. Trvorson. I am the chairman. 

Mr. Murray. Mr. Fuller is vice chairman, is it not—the second 
class. Who else is on that? 

Mr. Trtuorson. Mr. Rubin and Mr. Doherty. 

Mr Movrray. Rubin, representing Spiegel, fourth-class. You have 
had how many meetings? 

Mr. Tittorson. As I was saying, the advisory council as a group 
has had two official meetings. In the first organizational meeting 
Senator Carlson was appointing the committee and these other chair- 
men and Walter Fuller, and this committee set up. This subcouncil, 
as I said a while ago, have met innumerable times. I didn’t remember 
the exact number. I am glad you corrected the record because I did 
not know. 1 

Mr. Murray. Have you been paid every time you have attended a 
meeting ¢ 

Mr. ‘Trttorson. I assume I have been. 
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Mr. Murray. That is 11 days. That covers your innumerable times. 
Therefore, you have been paid for 11 days and that covers your answer 
of innumerable days that you have attended sessions; is that right? 

Mr. Triiorson. Those are the official sessions which we have at- 
tended. I have been in Washington many days. I have been to Chi- 

cago on other occasions, interviewing people. I have interviewed 
people, they have come to my home. I have a rather substantial long- 
distance telephone bill and those are not paid for by the committee 
or the council, Iam paying those personally. 

Mr. Murray. Have you been interviewing members of the Asso- 
ciated Third-Class Mail Users? 

Mr. Tittorson. I see some of them from time to time. 

Mr. Murray. Now, you are on this cost-analysis subcommittee; are 
you not ¢ 

Mr. TitnoTson. Yes, sir. 

Mr. Murray. How many meetings has that subcommittee held ? 

Mr. Tittorson. We did not get organized until a few weeks ago: 
ve had a meeting at that time. 

The CHainmMan. You mean just organized a couple of weeks ago? 

Mr. Tittotson. That particular committee. I understand that since 
I am in Washington here we will probably have a meeting this after 
noon, an ex-officio meeting has been set up for August 7. 

Mr. Murray. You will be paid another $32.25 for the meeting this 
afternoon ? 

Mr. Tiixorson. I do not anticipate it. I « ame here on my own 
accord, I am paying my own expenses, This $32 a day less with- 
holding tax comes far from paying my services on this service, 

Mr. Murray. You get $50 a day and then withholding taxes are 
deducted ? 

Mr. Titiorson. I get $25 a day plus $7 expenses, not $50. 

Mr. Murray. You have been paid every day you have served ? 

Mr. Titxorson. Yes, sir, less withholding taxes. 

Mr. Murray. How many times has your cost analysis subcommittee 
met with the Post Office Committee ? 

Mr. Titiorson. We met a few weeks ago, once. 

Mr. Murray. How long was that meeting ? 

Mr. Tirtxotson. A few hours. 

Mr. Murray. What else is your committee or any of your subcom- 
mittees accomplishing ? 

Mr. Tizxorson. One example of this particular meeting, a discus- 
sion came up as to certain rules and regulations with regard to han- 
dling second-class mail. In the town of entry it is required that a 
publication put on a 1-cent stamp if it is under 2 ounces. If a publi- 

cation weighs—this is not applying to weeklies, this is magazines and 

publications published less than weekly—2 cents if it weighs over 2 
ounces. They either have to put on a stamp or indicia be st: imped on 
the magazine along with the address. Discussion came up in this 
committee in regard to that. I have several pages of material I have 
been assembling with ideas and suggestions. Some of them are my 
own, some of them have been given to me with regard to the postal 
service. 

Mr. Morray. Is that all the committee has considered ¢ 

Mr. TriLotrson. You asked for a specific case. 

Mr. Murray. I want to know what you have accomplished. 
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Mr. Titzorson. We have saved, I think, the Department considera- 
ble money in this one little instance. I know the publishers, we have 
saved them a good many thousand dollars. To show you how com- 
plicated this proposition is and how difficult it is to know all there is 
to know about it, there was a discussion from members of the 
Department as to whether the law was such that they were required to 
put on that stamp or whether they could not. There was a difference 
of opinion between two very competent members of the Department. 
It is my understanding, as a result of that discussion, the Solicitor 
General is issuing regulations saying that they may mail from point 
of entry by permit, the same as they do their other mailing, which 
as I said will save hundreds of thousands of dollars to the mailer and 
T am sure it will save the printing of many stamps to the Department. 
Mr. Murray. How many investigators does this committee have? 

Mr. Titiorson. How many investigators ? 

Mr. Murray. Yes. 

Mr. Trx.otson. I do not know that they have any investigators. 

Mr. Murray. How many employees has it? 

Mr. Trt1oTrson. I am not handling the details. I do not know. 
They have a small staff of maybe 2 or 3, maybe 4 people, over there, 
I believe: this subcouncil I am speaking of. 

Mr. Murray. When was the last full meeting of the committee ? 

Mr. Trrxorson. You probably have the record there. It was several 
weeks ago. 

Mr. Murray. I am asking you. When was the last meeting? 

Mr. Triiorson. I do not keep track of my goings and comings on 
these things. Had TI anticipated that, I would have the record, I 
assure you. I came here laying my neck on the block subject to ques- 
tions and I am perfectly willing to go along with them, Mr. Murray. 
After hearing the discussion about the cold, I realize it is going to be 
pretty hot here. 

The Cuarman. As I understand it, you came here on your own 
request to tell us what progress had been made by this committee. 

Mr. Triuorson. I wanted to tell them not so much about the prog- 
ress, because we have not reached any conclusion yet. I wanted to 
explain that there was this committee and the work that we were 
attempting to do as businessmen and citizens. 

Mr. Murray. It is mostly just plans for the future; is that it? 
You have not done anything so far, as I see it. 

Mr. Tittorson. You have not been on that side of the house, of 
course. 

Mr. Morray. I will give you an opportunity to tell us exactly what 
you have done, and you have given one little instance of accom- 
plishment. 

Mr. Trttotson. The transportation committee, it is my understand- 
ing, has met several times. I am not a member of that. It is my 
understanding through the council that they have tentatively seen 
possibilities of a saving in transportation at the post office, a minimum 
of $52 million, with possibly a maximum saving of $100 million on 
one item alone. That is the transportation committee. 

Mr. Murray. What has your committee done about studying postal 
rates? For instance, what have you done about third-class rates in 
which you are so intensely interested ? 
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Mr. Tittorson. At the present time they have not gotten into that. 
This council has been in the process of getting organized, Mr. Murray. 

Mr. Murray. What have you done about second-class rates ¢ 

Mr. Tit.orson. As far as I know, they have done nothing about 
second class. We are trying to get our information first before we 
come to any conclusions or make any recommendations. 

Mr. Murray. There has been so much reference here as to the work 
of the cost committee. I wanted to find out what you have done. 

Mr. Tit.orson. I appreciate that very much. 

Mr. Murray. I think I must make this statement, that I feel that 
second- and third-class mail are pretty well protected on this com- 
mittee and including also, Mr. Rubin—I have forgotten about Spiegel. 
He is the one that brought the lawsuit to enjoin the Postmaster Gen- 
eral from putting into effect parcel-post rates last year. Did you know 
that? 

Mr. Ruopes. I would like to ask the gentleman a question he 
asked me when we had before this committee the naming or rather the 
approval of Assistant Postmaster General. Then, he asked if I ques- 
tioned the character, the wisdom of selection, and the integrity of the 
people. I would like to ask whether he is questioning the integrity of 
these outstanding citizens who have been named to this committee? 

Mr. Murray. [am merely expressing their interest in certain classes 
of mail. 

Mr. Rropes. That is what I was doing before. 

The Cuatirman. Mr. Gross. 

Mr. Gross. I would like to get this advisory council straight. Is 
this the advisory group that has been set up in the Post Office Depart- 
ment in the past several years ? 

Mr. Tittorson. No, sir; that isa separate group, Congressman. The 
Post Office Department, as I understand it, has I believe it is a seven- 
man advisory council composed of various business representatives. 
This is provided for in Senate Resolution 49 by the Senate Post Office 
and Civil Service Committee. I have requested that they send over 
copies of this S. 49 resolution that will be available to the members 
of this committee, which may give them a better insight of what it is. 

Mr. Gross. Mr. Tillotson, there has been an advisory committee in 
the Post Office Department for the past several years. Is that not 
correct ¢ 

Mr. Triuorson. That is my understanding. 

Mr. Gross. Does the gentleman know of any record of accomplish- 
ment on the part of that advisory council ? 

Mr. Tuiorson. No; I am not in a position to know. 

Mr. Gross. Perhaps it might be well for someone, I think perhaps 
I should do it myself, to get a statement of expenditures of a committee 
that has operated for the past several years prior to this new admin- 
istration in the Post Office Department, a statement of the expenses 
of the advisory council that, so far as I know, has accomplished nothing 
through the years. 

Mr. Corserr. I think the new advisory council appointed by Post- 
master General Summerfield has just been completed within the last 
2 days or 2 weeks. 

Mr. Tirtzorson. I think that is correct, if I may interrupt. 

Mr. Gross. I do not know about that, but I think this record should 
show a statement of expenses of the advisory group that operated 
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under Postmaster General Donaldson and perhaps under previous 
Postmaster Generals that has a record of no accomplishment, so far 
as I know. 

Mr. Corserr. Mr. Chairman, recognizing our colleague’s statement 
about the background of some of these men, how can we get a commit- 
tee set up to study the Post Office composed of people who are quali- 
fied by reason of not knowing anything about it’ I mean, we are 
down to that situation. We either have to take these men with their 
background and knowledge and who can do an honest objective job 
or we are going to have to avail ourselves of people who do not under- 
stand the problems. 

The Cuarrman. I think Mr. Murray was pointing out the names 
especially of the members of this group who were before this com- 
mittee and testified against any increase. That is the point. 

Mr. Murray. Yes, sir. 

Mr. Corsetr. I will say to the chairman the gentleman’s point was 
very clear. I have an equal point. Here is a committee set up by 
the Senate of men who are coming here, and a lady, on an expense 
account basis for a day. We hope and expect they are going to do 
a good job. Their recommendations finally are going to be subject to 
the approval of the Senate or the House committee, and the full bodies. 
I think regardless of any, regardless of whether the decision is to hold 
up and wait for them or to go ahead, we should not attack this com- 
mittee until it has had a chance to function and until it has made 
recommendations. I have a great deal of interest in it because I in 
troduced a companion resolution and I worked on getting it attached 
to the last rate bill. We would have had this job done if any money 
had been appropriated that year. I do think on behalf of Senator 
Carlson and his committee and the fine people that are gathered to- 
gether on it that we ought to at least start them off with our blessing 
instead of condemning them before they have had a chance to work. 

Mr. Davis. Mr. Chairman, I was called out. I want to ask if any 
questions have been asked of you, Mr. Tillotson, along this line. I am 
interested to know if you can tell us about when this committee figures 
that you will complete your work and when your report will be ready. 

Mr. Tittorson. The resolution requires our report be in by January 
31,1954. I may say that the Senator has told us he wants it by the 
first of this year. 

Mr. Davis. Do you have a schedule of meetings outlined now ? 

Mr. Tixtorson. No definite complete schedule. In other words, 
as certain points are developed, we get certain information, or certain 
details, they are subject to call from time to time. 

Mr. Davis. Could you give us an idea as to approximately how 
many meetings you may have or what your work will consist of at 
this point on? 

Mr. Tittotson. The outside experts which are being employed like 
the National Education Association, the National Industrial Confer- 
ence Board, they will go ahead and make their surveys independent 
of any meetings or anything this advisory council does, Very likely, 
from what I have been led to believe, when the pressure of this Con- 
gress is off, there will be considerable activity, meetings, and hearings 
being held by this advisory council and Senator Carlson. 
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Mr. Davis. You mentioned in your statement that the National 
Education Association was conducting a survey or was going to con- 
duct one. What is the nature of that survey ? 

Mr. Trn1zorson. I do not have the outline of their proposal with 
me. But it is to show, as I understand it, the field in which the 
service of the Post Office Department fits into the national picture 
or economy, as it relates to the educational field. In other words, the 
educational value of that that may be in the overall service rendered 
by the Post Office Department. It would be a rough statement of 
that. 

Mr. Davis. You said also that the Industrial Conference Board 
would make a survey of the economic position and the scope of the 
postal service. Is that to be a broad general survey of the matters 
which are involved in this rate bill? 

Mr. Tittorson. The money, as I understand it, for hiring this 
group was just approved by the Rules Committee of the Senate yes- 
terday to enter into a formal contract with them, and their survey 
is to be made showing the value, economic value, to the country not 
us it relates necessarily to the Post Office Department or any one 
department but the overall picture. In other words, we are not trying 
to approach this from the post office exclusively but the general na- 
tional economy, because all of us recognize that the Post Office is paid, 
all members of Congress, all departments are paid from the Treasury 
Department. So the picture that we are trying to develop is to find 
out when and where the Post Office Department fits in in the economic 
scheme of the country as a whole. 

Mr. Davis. Will that deal with the effect on business institutions 
such as those in the third-class mail users category and the effect on 
them of rate increases ? 

Mr. Trr1oTson. At this time I am not in a position probably to 
answer that question as to just whether they will go into the effect 
on any particular user or any particular class. I would be inclined 
to question if they would. 

Mr. Davis. You say it will deal with the economic position and 
scope of the postal service. Just what does that mean ? 

Mr. Tittorson. That word “scope” perhaps is not the proper word 
to use on that. But I think all of us recognize that every activity, 
whether it is business, post office, or outside of other branches of the 
Government, there is that interrelationship of one action affecting 
other actions. Iam not in a position to completely answer your ques- 
tion as to just what affect they are going to show or whether they will 
come up with anything. In other. words, we do not know what they 
are going to show at this time, naturally. 

Mr. Davis. Who composes this National Industrial Conference 
Board ? 

Mr. TrzoTrson. I am not in a position to answer that question. 

Mr. Davis. That is all, Mr. Chairman. 

Mr. Dowpy. I have a question, Mr. Chairman. 

The Cuarrman. I would like to state to the committee I hope that 
we can complete these hearings on Saturday if we can get the coopera- 
tion of the members. 

Mr. Morray. Mr. Chairman, let us have a night session tonight. 

Mr. Davis. Mr. Chairman, are we going into executive session today 
to discuss these matters? 
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The Carman. I hope we can get to that. We will do that after 
this question. 

Mr. Downy. Mr. Tillotson, I have this question after looking at 
the setup of these committees. There has been a great deal of talk 
about the public policy of this Government. I have always thought 
that it would be the public policy further of the United Sts ates to 
promote family life and close family ties that have made our Nation 
great. Really, the foundation of our country is the family life. I 
wonder if there is anybody on this committee that is set up that is 
going to be interested in the husbands and wives who have occasion to 
be separated and want to write letters to one another and sweethearts 
that are in separate cities and want to write letters to one another? 

Mr. Corserr. Will you speak a little louder? This might be inter- 
esting. 

Mr. Dowpy. Today mothers and fathers who are living on little 
more than nothing want to write to their sons and daughters in 
distant places. Is there anybody on the committee that is going to 
look after their interest ; that is, al) the people ¢ 

Mr. Titxorson. I think it is quite possible—I am speculating here, 
you understand—I think it is quite possible this National Industrial 
Conference Board will come up with how that touches and affects 
everybody. I do not believe there is anyone on this advisory council 
that is particularly making any study along that line. 

I might even go out on a limb so far and say that is slightly out of 
their field. That is why we are going out and getting what we hope, 
feel, and believe are recognized authorities in their particular fields 
that have an independent, objective approach to these questions. 
What we hope is to digest that material and eventually try to come 
up with some information that we may submit in our report that we 
hope will be of benefit and guidance to the Senate Post Office Com- 
mittee. 

Mr. Dowpy. And to go further, there are a good many people 
that like to write to their Congressmen and I wonder if they might 
resent having to pay a penny more each time they had to do that. 

Mr. Titxorson. I presume you are referring to the possibility of 
increasing the first class. I have, as I indicated to Mr. Murray, 
speaking personally, I have rather a mixed feeling on that subject. I 
know there are some people who feel it should be. But I do not 
get as many letters and telegrams as you Members here do, but it is 
surprising the amount of correspondence, things I do get from people 
who seem to think I have a much different position than I have in 
regard to rates and those various things. But I have had them, 
in fact, two nights ago I missed my dinner, I was ready to go out 
with Mrs. Tillotson and a party came to our house to talk to me about 
postage and he was particularly concerned about the first-class post- 
age. He is in business and he was very much upset over the pro- 
posed increase in first class. I get other reactions from individuals, 
some voicing no objection to the increase in first class, and some 
saying that they do not believe that the public would be in favor of 
it. That is just the gist of the crosscurrents of information that 
come to me in my work on this. 

Mr. Murray. Just one question. Are you here officially represent- 
ing the so-called Carlson committee? 
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Mr. TitxoTson. No, sir; I am here as an individual, as a citizen. 

Mr. Murray. You volunteered to come here? 

Mr. Tittorson. That is correct. 

Mr. Murray. What is your purpose in coming here? 

Mr. Tuxorson. I have heard, since I have ‘been here, that there 
were many references made to this Carlson committee. It acts as an 
advisory council. My thinking was that if I could explain what it 
was and what they were doing, 1 it might be of some benefit. 

I might add that in addition to the 11 meetings I believe you said 
I attended and had been paid for, I have devoted a greater part of 
my time since last April to this proposition, studying, reading, work- 
ing on this, listening to people, taking calls; the other day, for exam- 
ple, I understand some gentleman was trying to locate me in Wash- 
ington, making calls at various places here. He ONT, reached 
my son and he never did get hold of me. He wanted to know, it 
seems, what was going to happen to the rate on the charity mail, so 
he could figure out an Easter mailing of some kind. I never talked 
to him, but that was the gist of it. 

The CuarrmMan. Thank you. 

Mr. Hacen. Mr. Chairman. 

The Cuarrman. Mr. Hagen. 

Mr. Hagen. | understand you have assistance and cooperation from 
a number of people in the Post Office Department. 

Mr. Triuotson. Yes, sir. 

Mr. Hacen. That is very helpful? 

Mr. Trtiorson. Very helpful. 

Mr. Hacen. I know there are some very outstanding men who are 
helping. 

Mr. Trxorson. I would like to say that the complete administra- 
tion in the Post Office Department are very high class gentlemen and 
very capable men. I heard one of the witnesses say this morning here 
that they could not make the savings that—well, there are various fig- 
ures bandied about. I do not know what they are going to amount 
to. I am willing to express my business judgment that the new Post- 
master General is going to make very substantial savings over a period 
of time. They may not be spectacular but they will be sav ings. For 
example, a few weeks ago in, the Postal Bulletin I noticed that they are 
chi anging their system on the rural route delivery, I mean of mailing 
back a receipt. In other words, if I live on a rural route, which I 
did until I moved out of Senator Cole’s district, and I buy a money 
order from that rural-route carrier, the policy in the past has been 
that he gives me from his receipt book, a receipt, then when that is 
taken into the post office and the money order is written, they in turn 
have sent an additional receipt out. The new regulations which I 
thought was a very fine thing, not spectacular but it is one of the 
many things I am sure they will do in the future, eliminated that 
mailing of the additional receipt. In other words, the receipt they 
get from their rural carrier takes care of the proposition. 

Mr. Hacen. Now, very briefly, you have a staff of experts and au- 
thorities who are going into the field on some of these studies here 
and there and offer them to the Department. 

Mr. Trrxorson. That is correct. 

Mr. Hagen. Are you confident something will come up in your re- 
port which I understand is due in January ? 
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Mr. Trxorson. It is due the end of January, but the Senator has 
told us he wants that report in by the first of the year. 

Mr. Hacen. Are you confident on the basis of your preliminary 
studies and work done so far that there will be some important in- 
formation available? 

Mr. Trtxorson. I feel sure it will be helpful and informative or I 
would not be wasting my time and expenses on it. I can assure you 
that. 

Mr. Murray. You say you have a staff of experts. How many ex- 
perts have you? 

Mr. Tritxorson. I do not know what this National Industrial Con- 
ference Board consists of. The National Education Association, I 
do not know what their staff is. 

Mr. Murray. Now, you say you have certain officials of the Post 
Office Department working and collaborating with you? 

Mr. Titxorson. That is correct. 

Mr. Murray. I believe you stated you had only one meeting with 
the officials of the Post Office Department. Have you been to any 
other meetings with them ? 

Mr. Titiorson. I explained we had a tentative meeting scheduled 
for this afternoon. We have one for October 7. I am suspicious that 
when some members of the post office and some of the other members of 
this committee have the time that we probably will be meeting daily. 
In other words, I tried to explain that this advisory council has been 
in an organizational process of reform and are just getting going. 
I will go further on record. At the beginning of this, I was as much 
discouraged—— 

Mr. Gupser. I move that this committee go into executive session 
and in the event it is not possible to meet in executive session for at 
least one-half hour, that this committee hold an executive session 
at 8 o’clock this evening. 

Mrs. St. Grorce. I second that motion. 

Mr. Hagen. That motion is out of order in a public meeting. 

Mr. Titxorson. Thank you. 

The Cuatrman. The committee will go into executive session. 

(Whereupon, at 12 noon, the committee proceeded into executive 
session. ) 

EVENING SESSION 


The Carman. The committee will be in order. 

Mr. William C. Doherty has handed me a statement. He is presi- 
dent of the National Association of Letter Carriers, and is submitting 
his statement. to be placed in the record at this point. I believe each 
member has a copy of Mr. Doherty’s statement. 

(The statement is as follows:) 


STATEMENT OF WILLIAM C, DOHERTY, PRESIDENT, NATIONAL ASSOCIATION OF LETTER 
CARRIERS 


Mr. Chairman and members of the committee, my name is William C. Doherty. 
I am president of the National Association of Letter Carriers. Our organization 
represents city, village, and rural letter carriers throughout the United States, 
Alaska, Puerto Rico, and the Hawaiian Islands. Our membership is in excess of 
100,000 at this time. 

As spokesman for the National Association of Letter Carriers, I appear here 
this morning to endorse H. R. 6052, the Rees postage rate increase bill, it having 
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for its purpose an adjustment in rates for second-class, third-class, and nonlocal 
first-class mail, including airmail. 

If we have any serious objection to this bill it is that it does not go far enough 
in some respects. Specifically, we are disappointed that H. R. 6052 does not seek 
an across-the-board increase in first-class rates, including the same penny in 
crease on local mail as is suggested on the first ounce of nonlocal mail, We are 
also disappointed that the proposed increase on nonlocal first-class letters and 
sealed packages is resiricted to the first ounce of each piece. 

In his testimony the genial Postmaster General described first-class mail 
service as “one of the greatest bargains on earth.” When the NALC testified 
in 1951 for S. 1046, a rate bill similar to the one before this committee, thi 
witness used almost identical words to describe first-class mail service at present 
rates. The Postmaster Genera! continued, “For just 4 pennies he will be able 
to send a letter from New York to Los Angeles—from hey West, Fla., to Nome, 
Alaska al treatment all the way.” He 
might well have added that for the same 4 pennies the letter could be returned 
from the intended point of delivery to the point of origin, if found undeliverable, 
simply because there is no longer directory service furnished mailers. 

However, we are happy to have company this year in the present effort to adjust 
first-class rates, We were awfully lonesome in 1951. 

According to the Department’s own figures for the fiscal year 1952, 22.4 billion 
letters and sealed packages were handled in the period covered by the report, 
The figure cited is exclusive of Government postal cards, private mailing post 
cards, and mail accepted free from the Armed Forces; nor is airmail included 
in the 2.4 billion pieces handled. 

It is reasonable to assume that an increase in mail volume will continue 
during fiscal 1952 the increase was 6 percent over the 1951 volume; during the 
past 5-year period there was an increase of 32.9 percent. Should the average 
6-percent increase continue, at least 4 percent of the increase will be in first 
class mailings. On this fair assumption, and using round fizures, it can be 
expected that the post office will handle approximately 23.5 to 24 billion pieces of 
this type of first-class mail during the next 12 months. Why should not the 
Department realize additional revenue on this total volume? It is claimed the 
present bill will generate $150 million a year in additional first-class revenue 
We think the bill should be amended to generate $240 million additional revenue 
in this one category. That would be the estimated minimum if our suggestion 
is accepted by this committee. 

The bill provides for a penny increase in airmail rates for each ounce or frac- 
tion thereof. Why should not the 3-cent differential be maintained between 
first-class and mail matter deposited at airmail rates? Why not 4 cents for each 
ounce or fraction thereof on all first-class mail matter? 

Our suggestion is offered not only because we are convinced that a 1-cent in 
crease is fair to users of the mail, but in addition we are frank to say that letter 
carriers are sick and tired of having their wages and conditions of employment 
linked to the presence or absence of a so-called postal deficit. 

In that connection, we note with considerable regret that no provision is made 
in H. R. 6052 for funds to restore delivery service; no funds are requested to 
permit a salary increase for postal employees; no money is provided for uniform 
allowances for letter carriers and other postal employees required to wear a 
uniform in the performance of their official duties. 

On the subject of salaries, may I say that very recently the Congress approved 
a well-deserved wage increase for firemen and policemen in the District of Colum 
bia. One fact struck me very forcibly ; namely, the total absence throughout the 
hearings of any reference to an operating deficit in the District of Columbia 
budget. 

On the other hand, I have no recollection of a postal salary bill ever being 
considered without constant reference to the much abused “postal deficit” which 
I think could be properly called a service charge or an operating expense. 

It has been the historical policy of the NALC to regard the postal establishment 
as an agency for service to the American people. It was never meant to be a 
profit-making institution. Its prime function is to furnish the American public 
with swift, certain, and frequent mail service, at reasonable rates. 

The crux of every postage-rate controversy revolves around “reasonable” 
rates. We do not think reasonable rates are charges that will place great finan- 
cial hardship on mail users, or put business firms out of business, or cause wide 
spread unemployment among workers who have an economic interest in these 
firms. We think a fair definition of reasonable rates is one fixed after all factors 
involved have been considered. 
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It would be presumptuous for us to attempt to name all the factors that should 
be considered in arriving at a reasonable rate structure for the services offered 
by the postal establishment. We think, however, the following should be con- 
sidered: (1) The amount of service to be given in recognition of the principle 
that the postal establishment is for the benefit of all the people; that it is avail- 
able, whether it is used or not, to all the people; (2) the degree of stimulation to 
business activity the use of the mails generates, which in turn is reflected in tax 
revenues; (3) the extent of free and less-than-cost mailing privileges to be ac- 
corded religious, educational, scientific, philanthropic, agricultural, labor, and 
fraternal publications. In this category should be included penalty and franking 
mail privileges. In this connection, it is most important, in our opinion, that these 
amounts be segregated and treated in precisely the same manner Reorganization 
Plan No. 10 proposes to treat air subsidies. Not only is it important to segregate 
these items, as authorized by the Kelly Act but, more important, the amounts 
should be publicized. The general public thus will know that, as a result of 
congressional policy in these areas, the Post Office is not charging the same rate 
fixed for commercial users of the mail. 

We have purposely not listed employee morale or employee salaries in our 
listing of factors which we think should be considered in fixing postal rates. 
We do not do so for a very sound reason. There should be no connection be- 
tween postal rates and postal salaries. Either a man is worthy of his hire, or 
he is not. The yardstick which should be used in determining postal salaries 
is the merit of the request, plus such influencing factors as turnover in personnel, 
productivity of the employees, and of course living costs. In other words, it costs 
a letter carrier the same amount to buy a loaf of bread, regardless if any or all 
classes of mail are showing a profit or losing money. 

If it is logical to tie in postal wages with postal profits or losses, or in other 
words if it is fair to predicate postal wages on the prevailing postal rates, it is 
equally logical to say that since 72 percent of all postal expenditures go into 
the salaries of postal employees 72 percent of any increase in postage rates 
should be applied to an upward adjustment in postal salaries. We are not 
advocating this formula. On the contrary, I am trying to point out that postal 
employees resent the fact that they cannot present their salary case on the 
grounds of merit and need without defending the existence of a so-called postal 
deficit. 

If I might inject a further thought at this point in connection with salaries, 
may I say that our spot investigation shows that because of low wages the Civil 
Service Commission is having a very difficult time securing personnel for ap- 
pointment. Our study disclosed that, due to the inadequate number of eligibles, 
appointments were being made outside the register up to 50 percent in first-class 
offices, about 80 percent in second-class offices, and better than 90 percent in 
third-class offices. Right here in the Washington City Post Office we learned 
that the most recent register for substitute carriers showed 32 declinations out 
of 80 eligibles. Almost without exception the reason given for the declinations 
was insufficient salary and lack of security once the position was accepted. This 
last stems in part from the restrictions of the Whitten amendment. 

The bill before your provides for an across-the-board increase for second- 
and third-class mail. We have given the bill a very thorough study and we have 
spent considerable time with the reports of the Post Office Department for the 
fiscal year 1952. For example, we find that during that term, approximately 
7 million pieces of second-class mail were handled weighing 2.4 billion pounds— 
postage on which realized $49.3 million or about 2 cents per pound. This means 
that the number of second-class pieces handled represented almost 14 percent of 
all mail handled by the Department, yet the revenue represented a little more 
than 2.5 percent of the total revenue. We are quite certain the publishing indus- 
try will make their own case and furnish this committee with sufficient cost 
figures to compare with the Department’s estimates. However, we are con- 
strained to say that the average postal employee will think that any item of mail- 
ing which represents nearly 14 percent of the total volume, and nearly 21 percent 
of the total weight, yet produces only 2.5 percent of the total revenue, is getting 
reasonably fair treatment in the increases proposed in the bill before you. 

If we look at third-class mail, we find that of the total 49.7 billion pieces of 
mail handled during fiscal 1952, 11.6 billion were mail matter of the third class. 
This represented 23.3 percent of the total volume—only first class showed a 
greater volume handled. The weight of this third-class mail was better than 
711 million pounds. The reyenue on this category amounted to $167.5 million 
or approximately 1.4 cents per piece. This was 8.6 percent of all revenue col- 
lected by the Department. 





POSTAL-RATE REVISION 349 


May I say also that from the point of view of the letter carrier, it is most 
frustrating to deliver, day after day, millions upon millions of pieces of mail, 
as represented by these two categories, knowing they produce so little of the 
total revenue of the Department. It has been said at this hearing that the Post 
Office Department is losing $2 million every working day. One member of the 
committee reduced this to an hourly loss. I believe his figure was $2,100 an hour. 
Those figures are going to make an impression on postal employees, believe me, 
gentlemen. They do not mind packing second- and third-class mail day in and 
day out in all kinds of weather—that is their job and believe it or not the over- 
whelming majority of letter carriers like their jobs. They find it very difficult, 
however, to reconcile the contention on one hand that certain classes of mail 
should not be increased, and at the same time have the operating loss incurred 
by these same low-cost and preferential items used as an argument against im- 
provement in conditions of their employment and their wages. 

The organization I represent has been honored by selection of the present 
witness as a member of the Advisory Council, authorized by Senate Resolution 
49, under the chairmanship of Senator Carlson of Kansas. At one of our first 
meetings, I was appointed chairman of a Subcouncil on Personnel. Messrs. 
Robert Rampseck and M. Albert Linton are the other members of this group. 
The purpose of our subcouncil was to give the employee organizations an oppor- 
tunity to present their views, recommendations and, yes, their gripes to the 
Senate Advisory Council for consideration. 

Under date of June 17 the committee on agenda of the subcouncil submitted an 
interim report. I should like to quote at this point in my testimony that portion 
of the report covering the subject under discussion before this committee. 

The section referred to was entitled, “The Post Office Department Should Be 
Operated With Service the Paramount Issue.” It reads as follows: 

“A. Should the Post Office be operated entirely as a cost to the mail user 
or should part of it be charged to the taxpayer? 

“1. One of the most powerful unifying forces of our Nation is proper com- 
munications. 

“2. The postal service is the greatest single line of communication. 

“3. The Nation’s welfare demands that service shall be the paramount con- 
sideration of a proper postal policy. 

“B. The area of service should be clearly defined (estimate of the cost of each 
area was requested). 

“1. Maintenance of service that is necessary for national welfare and the 
general economic well-being, the facilitation of swift communication between 
citizens, the speedy dispatch and delivery of business mail should be the primary 
objectives of the postal service. 

“2. Subsidies should not be charged to the postal service; subsidies should 
be a charge against the General Treasury of the Federal Government 

“3. Free mail should be charged against the proper departments and agencies 
and not against the Post Office Department. 

“4. Postage rates should be maintained on a realistic basis 

“(a) All present rates are in need of upward adjustment. 

“(b) Preferential rates for certain classes of mail are desirable under clearly 
defined conditions. 

(ce) Due credit for service in underpopulated areas and to service in areas 
where operations are not financially profitable should be granted in determining 
all rates. 

“(d) Consideration should be given to increasing the number of classes of 
mail from four to a proper number, so that the mode of rate determination shall 
be evident from the class in which the mail is included 

“5. Efforts should be made to determine the amounts to be charged to the tax- 
payer.” 

I should like to invite your attention to paragraph 4 (d) of the above quote 
and offer it to this committee for further consideration. In general terms the 
suggestion parallels the intent of Congressman Withrow’s bill, H. R. 6319, intro 
duced on July 15, to establish a fifth class of mail. The point I am trying to 
make is that if the various free and less-than-cost items are clearly identified and 
separated from the normal cost of operating the Post Office Department, this 
committee, Congress, the Department, employees, mail users, and the general 
public will have a clearer picture of postal expenditures. They will know where 
the money is going to run the postal establishment. I might say, however, that 
this idea could be developed on the basis of the present authority contained in 
the Kelly Postal Policy Act of 1930 (39 U. S. C. 793). 
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There are two other areas which we believe could be exploited for the purpose 
of bringing additional revenue to the Department. I will be frank to say that I 
have not completely thought through the first, although I have always thought 
that it could be explored with the possibility of putting it into operation. I have 
been more inclined to the idea since directory service was discontinued under the 
order of April 17, 1950. 

The suggestion is that a nominal fee of 1 cent be charged for each piece of 
first-class mail given directory service. Anyone who uses the mails—and prac- 
tically every man, woman, and child in the United States does use the mails— 
knows how easy it is to misaddress an envelope by transposing one digit of the 
address, or to leave off some necessary identification in the address such as 
northwest or southeast. We find that possibility right here in our own area. 
Unless this misaddressed letter is initially routed to the carrier assigned to the 
route where addressee actually resides, the chances are that it will be returned 
as undeliverable. In other words, if a letter is addressed to 2200 Main Street, 
and the addressee actually resides at 2201 Main Street, the chances are that 
one and the same carrier delivers to both homes. In that case, he will of course 
know the correct address and deliver it without recourse to directory service. 
However, a piece of mail incorrectly addressed to 2200 North Main Street, in- 
tended for delivery to a patron at 2200 South Main Street, will more than likely 
be marked “unknown” or “not at address given” and returned as undeliverable. 
My suggestion assumes that people would gladly accept a 1-cent charge for de- 
livery if directory service were given this misaddressed mail. Delivery would be 
effected much more expeditiously than if it were returned to the sender, who 
in turn would correctly address it, if known, and then send it through the same 
process as originally intended. It is a well-known human trait that people like 
to receive mail, whether it is a bill, a check, or a letter from a relative or friend. 
I am not suggesting that any type of mail other than first class and airmail mat- 
ter be given this directory service, 

The second source of untapped revenue, in my opinion, is to be found in com 
memorative stamps. A year or so ago the New York World Telegram and Sun 
made a survey, from which it was concluded that the average expenditure for 
commemoratives by collectors and dealers was estimated to be in the neighbor- 
hood of the $8 million mark. On the basis of the most recent report of the 
Postmaster General, that figure appears to be a little high. Nevertheless that 
was the finding of the New York World Telegram and Sun. The newspaper item 
went on to say that commemorative stamps cost the Department approximately 
29 cents per thousand. This cost covered all details such as engraving and dies, 
laying out of the plates, printing, paper and ink, and shipping to postmasters. 
No doubt these cost figures would be slightly higher today, but not so much that 
the idea could not be explored if this committee sees fit to ask the Post Office 
Department to supply current cost figures. The survey also pointed out that 
the average production required to make an equitable distribution to postmas- 
ters was 100 million stamps. Using these figures, it was shown that the com- 
plete printing of each issue would cost approximately $25,000 to produce. 

It is admitted that some of these commemorative stamps will be used for or- 
dinary postage purposes. If, however, one such stamp is purchased for philatelic 
purposes by each of the estimated 10 million collectors in the United States, the 
Post Office Department would realize $275,000 on each issue. It would be inter- 
esting to have these cost figures brought up to date and if it could be shown that 
present-day costs are reasonably close to those used in the survey, I think en- 
couragement should be given to the issuance of more commemorative stamps. 

In this connection, it is interesting to note that Postmaster General Summer- 
field recently reorganized the Philatelic Agency in the Department, presumably 
in order to give better service to collectors aud, if possible, to increase the amount 
of business done by this agency. 

We were interested to hear the Postmaster General quote that portion of the 
state of the Union message in which President Eisenhower promised : ‘“The Post- 
master General will institute a program directed at improving service while at 
the same time reducing costs and decreasing deficits.” 

The Postmaster General then told this committee: ‘‘We have taken the Presi- 
dent’s directive literally.” 

I should like to remind all concerned that the GOP platform also contained a 
specitic promise along the lines quoted by the Postmaster General. I am sure 
members on both sides of the aisle will recall that the Republican platform 
specifically stated: “We pledge a more efficient and frequent mail delivery 
service.” 

We have taken that promise literally. 
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May I say that Postmaster General Summerfield and his capable staff have 
made an excellent start toward the accomplishment of their mission to revitalize 
the postal service. We are satisfied that as the days, weeks, and months go 
by their efforts will bring about more and more improvements 

In fact, we are here today to do what we can to make it possible to put into 
effect these promises. If there was any other way of getting the wherewithal 
to increase wages, furnish letter carrier uniforms, restore delivery service, and 
do all the other things the postal service must do to recapture its one time 
enviable position as the finest postal service in the world, we would be giad to 
associate ourselves with that alternate method. However, since approximately 
SS percent of postal revenues from all sources is derived from postage income, 
it seems unlikely that some hidden bonanza will be discovered to take the place 
of revenue realized from the sale of the ordinary postage stamp. 

It might be helpful to all concerned if this committee in its wisdom considers 
the feasibility af approving this bill as a temporary stopgap until such time 
as any one of the several postal surveys now under way are completed. Refer- 
ence is made to the survey being conducted under Senator Carlson as authorized 
by Senate Resolution 49. I am sure Mrs. St. George of this distinguished com 
mittee would be in favor of full consideration of her bills, H. R. 5860 and H. R 
584, to establish a Board of Rates and Fees within the Department. There are 
any nuinber of surveys that might develop in connection with those already 
authorized. If H. R. 6052 is approved as temporary legislation, rate questions 
could be fully explored, but at the same time the Department would have reason- 
able assurance that it will have what it considers adequate income pending the 
results of any one or all of these surveys. This of course is the prerogative of 
this committee and the Congress. I offer it merely as a possible contributing 
thought to a solution of the ever-vexing problem of postage rates. 

In conclusion, may I sum up by saying: 

1. We endorse the Rees postage rate bill, H. R. 6052, and offer for consideration 
by the committee the several suggestions pointed up in this statement. 

2. We sincerely believe that postal employees have a solid economic case to 
support their request for a wage increase. Simple justice demands that the 
Congress give immediate attention to this request. And may I remind this able 
committee that justice too long delayed is no justice at all. 

Thank you. 


The CuHairman. Mr. Moss, member of this committee, requested 
that we include certain statements and figures, and itemized break- 


down of the amounts of deficit occasioned in handling mail of 5 or 
6 circulation mail houses, and 4 or 5 largest circulation newspapers. 
The request was that we insert that statement in the record. 

(The statement is as follows:) 


~ 
r 
e 


Itemized breakdown of the amounts of deficit occasioned in handling mail of 
5 or 6 largest circulation magazines and 4 or 5 largest circulation newspapers 


Quarterly 
postege at Cost of | Querterly 
present | handling loss 
rate 


Quoer- 
terly | Copies | 
weight 


Million 

pounds | Millions 

Life 47.5 | 45.8 |$1, 273, 000 |$3, 424, 000 000 
Saturday Evening Pcst 34.1 36.9 590, 000 | 2.321. 000 000 
Ladies’ Home Journal. . ‘ i} 10.2 7.7 | 215,000} 623, 000 000 
Collier’s 17.4 33.1 386, 000 | 1,623,000 | 1,237,000 | 4. 
Reader’s Digest | 7.0 23.5 34, 000 | 1, 051, 000 000 | 3. 


Magazines 


Newspapers 


Chicago Tribune 5. § ' 54, 000 601, 000 447, 000 , 788, 000 
New York Times 5. 6 j 211, 000 626, 000 425, 000 | 1, 700, 000 
Detroit Free Press , 000 75, 000 58, 000 | 232, 000 
St. Louis Post Dispatch 2.6 37, 000 150, 000 113, 000 452, 000 


Los Angeles Times f 24, 000 69, 000 45,000 | 180, 000 


Notg.— The above figures are based on mailings for the quarter ended Dec. 31, 1952. Postage paid has 
been adjusted for the 10-percent increase on Apr. 1, 1953. Costs are based on expenditures {for the fiscal year 
19£2. 

86316—53—vol. 2 14 
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Itemized breakdown on costs and receipts for first-class mail, local and nonlocal 
(fiscal year 1952) 


Average per piece 


Expend- | Excess of oe — 
itures | revenues E 
oxpend- 
“venue 
| Revenue | “iture 
| | | 


Pieces Revenue 


Billicns | Millions | Millions | Mittions | Cents_| Cents 
Nonlocal letters and sealed parc 15.1 $542.0 | $478.8 $63, 2 3. 60 | 3.18 
Local letters and sealed rl 7.4 235. 1 192. 7 42.4 ar 2. 61 

Mr. Hagen. Mr. Chairman, may I ask this question for the sake 
of the record at that point? I do not know what magazines are 
listed—I can read it ip the hearings later—but is it the Post Office 
Department’s interpretation of the cost ? 

The CHairman. It says information requested on July 18, 1953, 
by Hon. John E. Moss, of California, as follows. 

Mr. Hagen. In other words, it is the Post Office Department de- 
termination as they determine it from the cost-ascertainment system. 
I am not aware of what magazines or newspapers are mentioned, but 
I have no objection to it. I think it is in the record, and I think it is 
well to have this information. 

The CrHamman. If the gentleman wants it done, we will have 
mimeograph copies made for the members. 

Mr. Cote. We each have one, Mr. Chairman. 

The CuamrMan. Very well. Mr. George J. Burger said he wanted 
to make a brief statement. He will testify first. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, LEGISLA- 
TIVE ACTIVITIES, NATIONAL FEDERATION OF INDEPENDENT 
BUSINESS 


Mr. Bureer. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Burger is vice president, legislative activities, 
National Federation of Independent Business. 

Mr. Burcer. I am George J. Burger, vice president in charge of 
legislative activities, National Federation of Independent Business, 
352 Washington Building, Washington, D. C. Our national head- 
quarters are located at Burlingame, Calif. 

Our membership is composed of small, independent businessmen, 
retailers, wholesalers, and manufacturers, in all lines of endeavor, and 
of professional people. We have the largest individual, directly sup- 
porting membership of any business organization in the Nation. 

With regard to the present subject before the committee, I am re- 
ferring to the recommendation of the Postmaster General for increased 
postal rates to take up the deficit now prevailing in the Post Office 
Department. 

We in small business concur in any and all objectives of the Gov- 
ernment to arrive at a conclusion of “living within our income.” Small 
business knows from experience that operating in excess of income 
ultimately means bankruptcy. 

No officer or group of officers of the National Federation of Inde- 
pendent Business is permitted to speak officially for the federation, 
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expressing views for or against any legislative or economic problem 
until the entire nationwide membership is polled on the subject matter. 
At this point I would like to quote a telegram message received by 
the Washington oflice from the federation’s president, Mr. C. Wilson 
Harder, dated July 16, 1953, Burlingame, Calif. 


Nationwide membership is being polled in forthcoming mandate on Post- 
master General’s suggestion for increasing postal rates. 

The members of this committee know they personally receive these 
mandate ballots from their constituents. It was my hope that I would 
be able to appear before the committee and give the results of this 
poll. However, if the results of the poll are received before the hear 
ings are completed, I would like to ask for the privilege of supplying 
the committee with the results of the poll. The record will show in 
our recent appearances before the Committees of House Ways and 
Means, House Banking and Currency, and Senate Banking and Cur- 
rency, they welcomed the results of these polls on pending legislation 
in which small business was vitally interested. 

A considerable number of our members have been in communica- 
tion with us, vigorously opposing the recommended increase in postal 
rates and as a representative of those members who have registered 
their opposition to the proposed postal increase I am appearing be- 
fore the committee in their behalf. 

As I said in the forepart of this statement, the federation’s official 
position cannot be stated until the official poll is completed. How- 
ever, I believe there is need for careful consideration and study to be 
made relative to the proposal of the Postmaster General before any 
final conclusion is reached in Congress. 

I need not tell you that our overall economic situation is in a nervous 
mood, or would I say not a healthy state. Recent authoritative 
sources in our overall economy have disclosed some startling statistics 
with reference to the present economic condition of the Nation. 

In any downward trend in our economy the first ones who will feel 
the pinch and who will be hit the hardest will be small business of this 
Nation, both at the production and distribution level. Therefore, 
again I urge, in behalf of small business, that a most careful study 
be made of the proposal in view of the fact that if increased burdens 
are placed on small business in their daily operations it would result 
in being a deterrent to small business to continue their useful and 
needed operation for the benefit of the American public. 

Having gone through one or more depressions as an independent 
businessman, I find that small business will fight for its existence. 
However, when the obstacles are of such great magnitude, it could 
result in small business throwing in the towel, which would, in my 
opinion, be what monopoly would welcome. 

The records will show in our overall economy, when it comes to 
subsidies, either direct or indirect, small business has never been the 
beneficiary of this Government aid and to the credit of small business 
never have they sought a subsidy, so if the continuance of the present 
postal rates is to be a help to the future of small business for the time 
being, then we recommend that the Government itself incur this ex- 
pense and cut corners in other sections of Government expenditures. 

In concluding we respectfully request that the committee defer 
action on the proposal until a complete study has been mace of the 
proposition. 
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Mr. Chairman, I would like to add that I received yesterday by air- 
mail special delivery, dated Burlingame, Calif., July 21, a letter from 
the president to me presenting the question that is bei ing polled the 
nationwide membership, the pro and con on the proposition. I have 
not brought in direct or indirect as to what the expenses of any in- 
creased postage rate on first- and second-class mail would be incurred 
by the federation. I can assure you gentlemen of the committee that 
there is no intention on my part of considering what the expense will 
be to our association. That is not within my province. 

I am trying to convey that we would like to have a study made of 
the proposition before it brings further injury to the small business of 
the Nation. 

May I have the privilege of inserting the letter ? 

The CuarrmMan. Without objection, it will be inserted in the record, 
and also the information you requested will be placed in the record. 

(The letter and information are as follows :) 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., July 21, 1953. 
Mr. Georce J. BURGER, 
Vice President, 

Dear Grorce: Answering your wire, following is the proposal with regard 
to the postal rates that is being submitted to the membership. The mandate is 
now on the presses, and it will be the latter part of next week before it is actually 
in the mail: 

1. Are you for or against the proposal to raise postal rates as follows: 

(1) First-class mail (intercity), from 3 cents to 4 cents; (2) domestie air- 
mail, from 6 cents to 7 cents; (3) second-class mail, a 25-percent hike in 1953, 
a 17-percent hike in 1954 (in place of scheduled 10-percent increase) ; (4) third- 
class mail, a 2214-percent increase? 

1. Pro: The question is whether users of postal services should pay for value 
received or taxpayers as a whole should subsidize them year in and year out. 
The Post Office isn’t, and hasn’t been for years, paying its own way. Postmaster 
General Summerfield reports the Department is losing $2 million daily. Since 
1945 the Department has run a total $3.8-billion deficit, which has been paid from 
general taxes or added to the national debt. The requested increase will produce 
an added $240 million revenues. With other increases already voted, and with 
changes proposed, these new increases will cut the Department’s estimated $600- 
million deficit to $74 million. 

1. Con: There may be a good case for these rate increases. But the Depart- 
ment hasn't proved it. Actually, the Post Office hasn’t any modern cost-account- 
ing system, doesn’t itself know what class of mail or services are causing losses, 
and in what proportions. Further, fact is that previous rate increase have never 
made a dent in departmental deficits. More than this, the requested increases 
would seem to be very discriminatory. Widely held belief is that first-class mail 
has paid its way. Yet first-class rates would be raised 33% percent. On the 
other hand, the Department states that second-class mail accounts for 74 percent 
of its deficit. Yet rate increases on second class would yield but 8 percent of 
expected increased revenues. 

Sincerely, 
C. W. Harper, President. 

Mr. Burcer. I might say that we strive to make our questions to 
our members wholly ‘and singly neutral so that they decide for them- 
selves the answer on the question involved. 

Mr. Downy. What question is propounded in the mandate, Mr. 
Burger ¢ 

Mr. Burcoer (reading) : 

Are you for or against the proposal to raise postal rates as follows: (1) The 


first-class mail intercity, from 3 to 4 cents; (2) domestic airmail rate, from 
6 to 7 cents; (3) second-class mail, a 25-percent hike in 1953, a 17-percent hike 
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in 1954 (in place of scheduled 10-percent increase); (4) third-class mail, a 
224%-percent increase? 

1. Pro: The question is whether users of postal services should pay for value 
received or taxpayers as a whole should subsidize them year in and year out. 
The Post Office isn’t, and hasn’t been for years, paying its own way. Postmaster 
General Summerfield reports the Department is losing $2 million daily. Since 
1945 the Department has run a total $3.8-billion deficit, which has been paid 
from general taxes or added to the national debt. The requested increase will 
produce an added $240 million revenues. With other increases already voted, 
and with changes proposed, these new increases will cut the Department's esti- 
mated $600-million deticit to $74 million. 

1. Con: There may be a good case for these rate increases. But the Depart- 
ment hasn't proved it. Actually the post office hasn’! any modern cost-acecounting: 
system, doesn’t itself know what class of mail or services are causing losses, and 
in what proportions. Further, fact is that previous rate increases have never 
made a dent in departmental deficits. More than this, the requested increases 
would seem to be very discriminatory. Widely held belief is that first-class mail 
has paid its way. Yet first-class rates would be raised 33144 percent. On the 
other hand, the Department states that second-class mail accounts for 74 percent 
of its deficit. Yet rate increases on second-class would yield but 8 percent of 
expected increased revenues. 

That is the pro and con. 

Mr. Corz. Mr. Chairman, was that supposed to be a questionnaire 
that you sent out? 

Mr. Buraer. Yes, sir. 

Mr. Corr, That is an argument in opposition to the bill rather than 
a questionnaire. 

Mr. Burcrer. Very definitely no. I read the pro and the con. The 
member must decide in his own mind. Congressman Cole, we remain 
strictly neutral on those questions. 

Mr. Corr. That sounded like an argument against the bill. 

Mr. Burcer. I know, but we are dealing with 100,000 of all types 
of small businesses. The question is put in the most sensible kind of 
way, pro and con. We could not go into the Webster’s dictionary. 
Sometimes you give small business “too much language and they are 
confused. I have been a small-business man all my life. 

Mr. Gusser. I would like to compliment the gentleman on the way 
it was worded, I think it was very well worded and put forth on both 
sides. 

Mr. Burerr. I have been before all committees during the past 
decade many times, and I say to you that I am very much ‘concerned, 
being a representative of the National Federation of Independent 
Businesses, that these pros and cons must always remain neutral. And 
by no manner of means can they be hedged to a certain slant. We have 
all types of members, Congressman Cole, and we absolutely must be 
neutral in these questionnaires. 

Mr. Dowpy. When do you expect the results of that poll, Mr. 
Burger ? 

Mr. Buroer. That pol! was in the press on July 21. On the average 
it will be at the earliest—the ballots ought to start coming in to you 
within the next week or 10 days—but we will not be able to get the tally 
for a while. 

Mr. Lesinsxr. Mr. Burger, you mentioned that the cost-ascertain- 
ment system in plain language is all wet. It has been proved time and 
again that it is as good as can be had for the Post Office Department 
for its purpose. 

Mr. Buroer. I did not get the question. 
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Mr. Lestnsxr. You mentioned that the cost-ascertainment system of 
the post office is not proper and is inefficient and does not bring out the 
full cost. It has been proved time and again it is the best the Post 
Office Department can have at the present time. 

Mr. Burcer. I heard some previous witnesses yesterday and today 
that probably had some of those people in the publishing field that 
probably have more experience as to the efficiency or inefficiency of the 
Post. Office Department. 

In presenting these questions, we have to take the facts that are 
reported, probably from the Congressional Record or some other 
authoritative sources. 

Mr. Lesinski. You as a businessman recognize the fact that you 
do not count every nail in the barrel to see “how many pounds you 
have. Do you count every single item on your shelves?) The Post 
Office Department had to take a certain group. It could not count 
every single letter. 

Mr. Burcer. Congressman, what I would think the rank and file of 
the average small-business man would think, I think the greatest 
hardship that would hit small business is raising the first- class post- 
age rate. Our own mail, if I were to speak for the national federa- 
tion, as far as our own costs are concerned, which I have not brought 
into this, we use first-class mail—— 

Mr. Lestnsxt. I beg your pardon. I was not talking about the in- 
crease of rates. I was talking about the cost-ascertainment system 
of the Post Office Department. I was talking about that. You men- 
tioned that it was not proper. 

Mr. Buroer. My hearing is not the best. 

Mr. Lestnsxt. I am awfully sorry. 

Mr. Buroer. I must confess that age must be creeping up on me. 
I believe that on the con side of that question, that question was not 
put in there unless they were in a position to substantiate that state- 
ment. If I were to go back to them and ask them to give me some- 
thing to substantiate that part of the question, I am sure I could 
furnish you with the reasons that was put in there. 

Mr. Lestnsxr. The books of the Department have been reviewed by 
many agencies, and it is a proven fact that it is a fair system. 

Mr. Burcer. I would not be in any position to pass on that state- 
ment, whether it is a fair system or not. 

Mr. Lestnsxi. May I ask, then, who wrote that letter? Did you 
write it up? 

Mr. Burcer. No, sir, I had nothing to do with it. It was done at 
the head office in Burlingame, Calif. 

Mr. Lestnsxt. I am sorry; I should not have asked you the question. 

Mr. Burcer. That is the question in the current mandate that is 
coming out. 

The Cuarrman. Judge Davis will inquire. 

Mr. Davis. Mr. Burger, how many small-business organizations 
are in this National Federation of Independent Businesses ? 

Mr. Burcer. None. They are all individual members. 

Mr. Davis. How many members do you have? 

Mr. Burcer. Approximately close to 100,000. 

Mr. Davis. Do you have them in every State in the Union? 

Mr. Bureer. Yes, sir. 
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Mr. Davis. I get from Atlanta these ballots at intervals. How 
offten are these ballots sent out ? 

Mr. Burcer. About every 30 days. 

Mr. Davis. As I remember it, I think your current ballot is about 
191 or 192. 

Mr. Bureer. I think that is about it. 

The CuarrmMan. One hundred and ninety-five. 

Mr. Davis. What category do these business houses fall into? Are 
they limited to 1 class or 2 classes or 1 occupation or more? 

Mr. Burcer. The classification is if they are a large independent 
business or small. They are all equal as far as the vote is concerned. 

Mr. Davis. What kind of businesses are they in? 

Mr. Burcer. In all kinds of businesses. 

Mr. Davis. You do not restrict it then to the retail stores? 

Mr. Burcer. They are retailers, wholesalers, small producers. It 
is open to anyone. Of course, we do not have many big-business 
institutions. 

Mr. Dowpy. It includes professional men, too? 

Mr. Burcer. Exactly. 

Mr. Downy. I knew that because I get some from professional men. 

Mr. Bureer. Doctors and lawyers. 

The Cuairman. In fact, that is your big business—to send these 
ballots out and get the replies. That is your business. 

Mr. Burcer. We have a mailing on that. Our membership runs 
close to 100,000. But this mailing also goes out as a complimentary 
nature to the local chambers of commerce. 

The Cuarrman. You go out selling memberships ? 

Mr. Burcrr. We have 250 men going out every day. They are 
right there with contacts with the people on the local level. We have 
many members in your State. 

The Cuarrman. That is right. You charge them $10 apiece to tell 
them that you can get all these things with your contact with the 
Federal Government. 

Mr. Hacen. Mr. Burger, you indicated in your ballot that the Post 
Office Department is losing $2 million a day. 

Mr. Bureer. That is right. 

Mr. Hagen. That is not true today, Mr. Burger. That was true 
up to July 1,1952. That is quite some time back. At that time the 
deficit was $727,050.218. But today our Postmaster General, under 
his new leadership and the excellent associates that he has, asked for 
a budget of $594 million, and that is a long way from $2 million a day. 
He thinks he can carry the Post Office Department along this fiscal 
year beginning July 1, 1953, for 1 year with a $594 million deficit. 
That includes all the subsidies and all the public-service costs. In 
addition to that, he expects to have many economies that will even 
reduce that figure. 

So I do not think it is quite right to say that they are losing $2 
million a day as of now. 

Mr. Bureer. I better change the figure. 

Mr. Bouron. Will the gentleman yield at that point? 

Just to keep the record clear, that five- Sr deed a oa figure 
should be increased by $80 million which Mr. Donaldson est imated the 
revenues to the Department to be. Therefore, if you add that on, 
you will find that the loss of the Department daily is well over 
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$2 million every working day, which is the statement that the Post- 
master General made. 

Mr. Murray. Will the gentleman yield? 

Mr. Hacen. Yes. 

le Morray. I think Postmaster General Summerfield says it 
a $2-million deficit for every working day of the year. 

Mr. Hagen. That is quite different ‘from his statement of $2 million 
a day. 

Mr. Gross. Does he mean a 5-day week or what? 

Mr. Hagen. I will continue on to another item. 

Mr. Gross. Will the gentleman yield? Is it from 7 in the morning 
to 10 o’clock at night as we are now working? What constitutes a 
working day? 

Mr. Hagen. Do you want to leave the question unanswered because 
[ cannot answer it. My working day is from 7 in the morning until 
pretty late at night. Mr. Burger, you mentioned about third class 
being increased 1214 percent. 

Mr. Buxerr. That is in the ee aire. 

Mr. Hacen. I understand that the bill increases it 50 percent on 
many third-class users; is that not true? It is reported to be 3314 
percent. 

Mr. Buroer. Yes. 

Mr. Hacen. That is a long way from 1214 percent. 

Mr. Bureer. The first-class rate would be increased 3314. On the 
other hand, the Department states that the second-class mail accounts 
for 74 percent of the deficit. Yet the rate increase in second-class 
mail would yield about 8 percent of the expected increased revenue. 
That is what is in the questionnaire. 

Mr. Hacen. But actually the second-class rate increases in some 
instances would be 300 percent for some publishers according to the 
bill. In the case of third class, it will be at least 33 percent for a 
commercial nonprofit user. 

Mr. Burcer. That is right. As I said before to one of the other 
members—— 

Mr. Hagen. I appreciate you cannot get all the information in 
the ballot. 

Mr. Burorr. I am very much concerned, having been in business 
myself in the automotive trades from 1909 up until the time I went 
in and devoted my entire time to this type of work in 1942. I know 
this much, small business utilizes first-class mail considerably, and 
in any kind of recession I do not want to see any deterrent placed in 
their way. 

Mr. Hacen. I am sure the results vou get will be interesting to 
the committee, and I commend you for your effort. 

Mr. Burcer. Thank you. 

The Cuamman. We have Mr. John Burrows, who is president of 
the Iowa Press Association of Des Moines, Iowa. Mr. Burrows is 
recognized. 

Mr. Crrretia. May I call this to your attention, that on the ~ 
this morning following the testimony of Mr. Wilson, Mr. Bogin wa 
to appear. He happens to be the only one on this list from my State 
of Connecticut. He followed the vaseline man from Pennsylvania, 
but apparently that vaseline has slipped Mr. Bogin down to the end 
of the list tonight. 
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The Cuarrman. We will call him next, as soon as the gentleman 
from Iowa testifies. 

Mr. Creretita. Mr. Burger is right from Washington. Mr. Bogin 
has been here for 2 days and should have testified before Mr. ‘Tillotson. 

The Cuairnman. I called the gentleman because 1 thought Mr. 
Burger when he talked to me was from California, and when he 
testified I discovered he was from Washington. 

My. Creretita. I do not know what Mr. Bogin’s plans are, but if 
we follow the list from this morning, he should follow Mr. Tillotson 
of this morning. 

Mr. Gross. Mr. Burrows comes from an outstanding family of 
publishers in Lowa that have been in the daily and weekly publishing 
business for half a century, and I want to personally welcome him here. 

The Cuarrman. We appreciate very much that you are here and 
appreciate the statement on your behalf. We are honored in having 
a member of this committee representing your great State. 


STATEMENT OF JOHN BURROWS, PRESIDENT, IOWA PRESS 
ASSOCIATION, DES MOINES, IOWA 


Mr. Burrows. Thank you, sir. As previously stated, my name is 
John R. Burrows. I am the advertising and business manager of the 
Belle Plains Union, published in Belle Plains, Iowa. We also publish 
in our plant at Belle Plains the Benton County Star, which is a small 
weekly newspaper that practically passed out of the picture. I was 
summoned late to appear before your committee. Therefore I do not 
have a printed statement for each of you. I have tried to get a few 


facts together to present to ron at this hearing. 

Belle Plains is a town of 3,456. The cire ul: ation of our newspaper 
is about 3,250. We serve a four -county area. We happen to be in 
the corner of four congressional districts, ioe’ s first, second, third, 
and fourth, which come together practically at our area. 

The Benton County Star is located approximately 20 miles east of 
us. This newspaper practically passed out of the picture because of 
increased costs a year ago. We bought the mailing list and have tried 
to provide this fine httle community with some means of a newspaper 
to disseminate information that is so vital to this country if we are 
to maintain democracy. 

You might be interested to know that as president of the lowa Press 
Association we have approximately 424 members, both daily and 
weekly. I am not going to attempt to speak for the daily in this 
meeting. Frankly I am not qualified. I do believe I know a few of 
the answers. I am no expert. I do know a few of the problems 
that are facing the small weekly publisher, and feel a great handicap 
will be placed upon these publishers should this very substantial in- 
crease in postage be made. 

You gentlemen and ladies are aware that a year ago in April a 10- 
percent increase in publication rates was made. Keckies 10 percent 
was made this past April, and the present law will grant another 10 
percent next April. Those adjustments were made to give—that is, 
spread out—the publishers a chance to adjust their advertising sub- 
scriptions to increase these rates to possibly take care of this increase. 
This proposed deal does not give us a chance, as I understand it. 
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I also wish to call attention to a statement that I oftentimes heard 
of this free-in-country mailing privilege extended to newspapers. I 
have before me a map of the State of Iowa with all newspapers 
marked. Every circle that you see there is a town that is within 5 
miles of a county line, and it certainly illustrates the point that the 
free-in county is not all that it is cracked up to be. We are paying 
for those newspapers that go outside of our county plus the cities and 
towns where they have mail carriers, such as we have in Belle Plaine, 
and also in our county. 

That is briefly my story. I certainly appreciate the position the 
Post Office Department is in. I do understand that originally postal 
rates were set up with the idea that the newspapers could reach more 
homes and be delivered cheaper. In Russia if they had the same 
proposition, with better distribution of news that is uncensored and 
so forth, I believe the Iron Curtain would not exist. 

The CuatrmMan. Mr. Gross is recognized. 

Mr. Gross. I have no questions at this time. I do want to commend 
Mr. Burrows for his statement. 

The Cuamman. Are there any questions? 

[r. Borron. I would like to inquire of the gentleman, if I may. 

Mr. Burrows, for your information the committee has become fairly 
well aware, and I just want to make it clear that I recently entered 
the publishing business myself. 

Mr. Davis. Would the gentleman yield at that point? 

Mr. Boiron. I woul ; be happy to. 

Mr. Davis. I have a great deal of curiosity in knowing what you 
are publishing. 

Mr. Bouvron. I would be glad to inform the committee; two small 
dailies and a weekly in the best location in the Nation. 

Mr. Burrows, referring now to the free-in-county service, the state- 
ment was made here earlier by a representative of the Post Office Com- 
mittee as to the loss which was calculated by the cost ascertainment 
system that was suffered by the Government over that one service, 
which was estimated to be approximately $19 million. 

On the other hand, at the same time they testified that if that serv- 
ice had not been free, but had been given at the existing rate—in 
other words, the existing rate had been charged—the Government 
would only have received $800,000 or in other words, would have lost 
eighteen-million-odd dollars anyway. 

My question is whether as the publisher of a newspaper and a repre- 
sentative of the particular type of newspaper that would be exceeding- 
ly sensitive to that rate, you think that the weekly field benefits by 
that free-in-county service sufficiently to warrant us having it, or 
whether we should do away with that service which was originally 
started to provide news within a local area. 

Mr. Burrows. For me to answer that question, I am afraid, would 
be out of order. My own personal paper is in an area where it is not 
so beneficial. But to other newspapers such as the, Benton Star we 
have, it could mean the difference of continuing in business. 

Incidentally, if I may get back to your original statement, if you 
are going into the newspaper business, you are going to get lots more 
headaches than you had before. 

Mr. Hacen. Will the gentleman yield at that point? 
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Mr. Borron. After commenting that I will agree with the gentle- 
man on the witness stand. 

Mr. Hagen. Is it not still a fact that the subsidy is still the total 
cost of the free-in-county service? The question may be better di- 
rected to you, Mr. Burrows. 

Mr. Burrows. I do not like to—— 

Mr. Hagen. What that is, it is still a special subsidy or preferred 
rate that the Congress has given to the newspapers many years ago. 

Mr. Burrows. It is a special consideration that was given originally 
to disseminate news to more people. 

Mr. Hagen. That is exactly right. Iam all for that. 

The Cuairman. Are there any questions on my right ? 

Mr. Dowpy. Maybe I misunderstood the testimony before, but Con- 
gressman Bolton said that the loss was $19 million. I understood it 
was about $13.5 millon on the free-in-county service. I may be 
wrong. 

Mr. Bouron. I am purely quoting from memory. You may be 
correct. 

Mr. Downy. I think $13.5 million is correct. 

The Cuarrman. Thank you, Mr. Burrows. 

Mr. Burrows. Thank you for your courtesy. 

The Cuarrman. We will now call Mr. Benjamin Bogin, vice presi- 
dent of the Conde Nast Publications, Inc., and he is from the State of 
Connecticut. 

Mr. Creretia. That he is. 

The Crarrman. Your state is well and ably represented on this 
committee, Mr. Bogin. 


STATEMENT OF BENJAMIN BOGIN, VICE PRESIDENT, CONDE NAST 
PUBLICATIONS, INC. 


Mr. Boar. Thank you, Mr. Rees. 

With your permission I would like to express appreciation to the 
committee members for their sacrifice of time and energy in coming 
back here tonight and giving us an opportunity to be heard. If I may 
make an observation, based on a study over a period of years and some 
experience more or less with the problem itself I think we must all 
reluctantly come to the realistic conclusion that the post-office budget 
can never be balanced any more than the Department of Agriculture, 
or Commerce, or Labor and so forth. 

We must recognize that the Post Office is partly a public service and 
partly a business. The problem is how much to allocate to the cost 
of public service and to balance the rest as nearly as possible without 
disrupting the economy of the industries employing hundreds of 
thousands of people directly and indirectly whose price and cost 
structure has been founded on the favorable postal rates in effect for 
75 years with the full blessing and knowledge and understanding of 
the Congress of the United States, 

I am not going to stick my neck out today to pose as an expert on 
cost ascertainment ; after having seen the terrible fury of Mr. Murray 
this morning, I will behave myself. 

Mr. Murray. I am glad to welcome you back. It is very good to 
see you at these hearings each time. 





POSTAL-RATE REVISION 


Mr. Boetn. Thank you very much. You must have dined well, 
because apparently you are not going to eat any of us publishers 
tonight. 

I say that it is more important to maintain that delicate balance 
that has been established. 

Mr. Davis. Will 2m gentleman yield there a moment ¢ 

Mr. Boarin. Yes, s 

Mr. Davis. You had a very attractive lady down here, I believe, last 
year; did you not? 

Mr. Boatn. Yes, sir; that was 2 years ago, Congressman. 

Mr. Davis. You are not one of these regulars that come back here 
year after year, are you ¢ 

Mr. Boctn. No. I had asked her to come. With respect to our 
gentlewoman on the committee here, I might say she is leaving for 
Paris tomorrow to be there for the Paris operation so they may appear 
in the August 15 issue of Vogue magazine. She is still as attractive 
as ever, and when I left on Tuesday she asked me to give you her 
compliments 

Mr. Davis. I might say right there na she is from Georgia. 

Mr. Boary. I am sure if I could only develop a southern twang, I 
would get along scotaaiia here. The poit nt I wanted to make is that it 
is more important to maintain that delicate balance that has been 
established over this period of 75 years than to reach out for the few 
million dollars, half of which at least will come from the tax deduction 
anyhow.. So just jumping to the end figure the Postmaster General 
expects to raise through this increase, approximately $40 million—no, 
$20 million for second-class postage, from general magazine publish- 
gy our average income tax is 52 percent, the Govern- 
ment net will benefit by $9,600,000. 

I submit " at is too small a figure to jeopardize the very delicate 
balance that has been shown not only by magazine publishers, but by 
other users of the various classifications of the mail as to what would 
happen to them. Speaking as an individual and representing only 
my company, we are opposed to this bill because of the magnitude of 
the rate increase proposed, 

Again Lam not going to stick out my neck and make any recommen- 
dations as to what it might be, but in view of the fact that we have 
already absorbed 10 percent a year ago, and 10 percent this April, and 
are prepared to absorb another 10 percent next April, we already 
have absorbed increases of some magnitude. 

Harking back to my first statement, I do not believe the situation 
which has developed over 75 years or thereabouts since the inception 
of the Second Class Mail Act, can be corrected either immediately or 
in the near future. 

I have asked to be heard because my company is a representative 
one. It is not the largest or smallest. I hope to demonstrate that the 
proposed rates would affect our company earnings very seriously, and 
that the impact on those smaller companies would be even greater. 
At the very beginning I would like to dispel any illusion that 
magazine publishing is a rich and prosperous business. We are hav- 
ing tough sledding. I believe you have copies of my statement. If 
you will turn to the last two pages of my statement, I have made a brief 
chart showing our sales record for the last 7 or 8 years, and showing 
how it has gone up fairly substantially during that period. 


} 
ers, and as unl 
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Just below it I have prepared a chart also—our sales have gone up 
roughly from $16 million to $2214 million, and our profits before taxes 
have gone from $6 million to $1,600,000. 

There are statistical tables in that preparation also, but I think the 
chart is a good deal easier to see. Our profit after taxes has gone from 
2 top of $3.5 million to $910,000 last year. This year it is continuing 
to shrink at an even more alarming rate. 

In the first 6 months of this year, we reported earnings of approxi- 
mately $310,000 on $11 million of sales, under 3 percent net after taxes. 

One of the points I would like to make is that we mail out about 8 
million pieces of second-class matter a year. Our bill for second-class 
matter alone is $400,000, or an average of 5 cents a piece. According 
to the cost ascertainment statement, the post office handled about 
1,300,000,000 copies of general second-class magazine matter with a 
revenue of $21 million, or an average of 1.6 cents each, compared with 
the 5 cents we are paying. Our magazines weigh about 50 percent more 
than the average carried by the post office, but we pay 200 percent more 
than the average paid by general magazine publishe rs. 

The reason for that is that we already have in the progressive zone 
rates a substantially higher rate for advertising matter as compared 
with reading matter. T submit again that it does not cost the post 
office any more to carry reading matter than advertising matter, but 
since advertising matter is better able to stand the higher cost, we have 
no objection to that. 

In view of that, I think it would be quite unfair to burden us with an 
even higher postal rate when we are either carrying our cost, as I 
demonstrated a couple of years ago, or more nearly carrying the cost 
to the post office than any other class of publication. It would be 
unfair to make us bear an even greater burden than those who do not 
ps ay their share. 

[ do not quarrel with that policy if it isa matter of a national policy. 
I think it is a good one that fraternal and labor and religious and so 
forth publications be carried at a lower cost than ours. 

As to the ens ict on this company, after you have seen the earning 
figures that I referred to, our total postage bill is $700,000, mi ade up of 
$400,000 in second-class postage and approximately $300,000 in the 
other 3 classes of postage. We are substantial users of first-, third-, 
and fourth-class postage, too. 

I was shocked to find when I had an an: alysis made that our first- 
class postal bill for 1952 was $119,000. I thought we were the talk- 
ingest company in the world, judging from our telephone bills, but 
after seeing our postal bills, I think we are the writingest company 
in the world. 

At the proposed rates, that $700,000 would increase our costs by 
approximately $350,000 a year after the full 25- and 17-percent pro- 
posed increase has been in effect. That $350,000 is before taxes, and is 
roughly $175,000 after taxes. As I demonstrated here, our profit after 
taxes is $910,000. If reduced by $175,000, it would reduce our profit 
by 20 percent, a very substantial cut indeed. 

If our rate of earnings continues for the second half of the year as 
it was for the first half of the year, we expect to make on donighity 
$22.5 million of sales this year about $630,000. A $175,000 increase on 
postal rates would take about 30 percent of our profit. In other words, 
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between the 52-percent income tax and the high postal rates, I think 
Uncle Sam—and the taxes paid by our employees, too, on the $11 
million annual payroll—is a very, very substantial participant in our 
business. 

The Cuairman. What percentage of your total cost of operation 
is your postage ¢ 

Mr. Boern. Our postage bill, as I said, is $700,000. That applies to 
about $10 million of business. Our total business of $22 million is 
made up not only of the magazines. Incidentally, I missed a very good 
commercial by not having passed out some of our magazines to you 
gentlemen. We are publishers of Vogue, Glamour, House and Garden. 
Glamour is the magazine for the girl with the job. The 19 million 
working girls in the United States. The Vogue is for those who do not 
work as hard. 

We believe these magazines contribute to a way of life of which we 
are very, very proud. We speak of our American way of life, and 
standard of living, and I think our magazines make a great contribu- 
tion. 

Mrs. Sr. Georer. I agree with you. 

Mr. Murray. What is the capital stock of your corporation ¢ 

Mr. Bogin. The net worth of our corporation ? 

Mr. Murray. No; the capital stock. 

Mr. Boein. The capital stock of our corporation is 1 million shares 
of no par value, but our net worth is $13 million. 

On the question that has been raised again and again on the subsidy 
to magazine publishers, I would like to submit this information to you. 
It is not the publisher who gets the benefit of the lower postal rates, 
but the subscriber. It is very easy to demonstrate. A copy of Vogue 
on the newsstand, where the buyer has to go -~ of his way to buy it, 
is 50 cents. On the 1-year subscription it is $7.50 for 20 copies, and 
the subscriber pays only 3714 cents to have t the magazine delivered to 
her home. 

In the case of House and Garden, which is 50 cents on the news- 
stand, it is 4114 cents per copy delivered to the home. In the case of 
Glamour, where the newsstand buyer pays 25 cents, the subscriber 
pays an average of 21. On a 2-year basis, it is even cheaper. 

I will now refer to something I am not going to say and I am not 
going to report to the Carlson committee and suggest that the commit- 
tee wait for that report tocome in. I do not want to make that point, 
that the impact on a theoretically successful business like ours, as you 
can see, is a very, very serious one. The Government does not stand 
to gain the full benefit from these increases as indicated here. It is 
the subscriber, and not the publisher, who gets the benefit of these 
rate increases. I think the economic structure upon which the maga- 
zine publishing business is based is too delicately balanced for too long 
a time to attempt to upset it with an increase of this magnitude. 

Mr. Gusser. I am not asking you to draw a comparison between 
yourself and your competitors, “but would you not say as compared 
with other large publishing organizations that your net profit com- 
pares quite favorably and perhaps a little better than some of the 
other large major concerns? 

Mr. Born. I would say up to 1951 we did compare very favorably, 
and were in a much better position than most. But costs have gone up 
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so substantially in labor, paper, and other things, and the advertising 
volume in our particular field in apparel and cosmetics has shrunk to 
a greater extent than the general field. 

Mr. Gusser. This afternoon I came into possession of some figures 
of the major publishing firms, and I could not help but notice from a 
cursory glance that your earnings record seemed to be a little better 
than the others. 

Now, this is another question. Is it true that the average price per 
copy of your publication is a little higher than some of the others? 

Mr. Boein. It definitely is a little higher. 

Mr. Gupser. Do you suppose that might be some explanation for 
your better earnings record ¢ 

Mr. Boein. No; I do not think it is that. I think our average rate 
per page per thousand, if I make myself clear to our embryo publisher 
here, is a little higher than the average. In the case of Vogue maga- 
zine, our average rate is $7.50. In the case of House and Garden, it 
is approximately $7. The national magazines average about $3.85 
per page per thousand. We cater to a group that has somewhat 
better purchasing power than those that the general national maga 
zines do, 

Mr. Gupser. I merely asked that question to investigate the possi- 
bility that the increased cost of a proposed postal rate increase might 
be borne by increased subscription rates, and perhaps that might 
result in even better earnings. Perhaps it was an erroneous conclusion. 

Mr. Bogin. Theoretically it should be easy enough to get an addi- 
tional dollar per year, but 1 can assure you from our subscription 

getting experience that it is a very, very costly thing. 

Mr. Hagen. If your firm is better off than the average in net profits 
after taxes as you say, of 2.8 percent in the first half of 19538, which is 
a relatively small profit, then the others must be in pretty bad shape. 

Mr. Boary. That is correct. It is a point that I neglected to make 
strongly enough. I hope in my remarks I said we who are consid- 
ered a successful and well-managed organization are doing so poorly 
and the sledding is so hard for us, I hoped my demonstration would 
show how much greater the impact would be on the less fortunate 
companies. 

Mr. Hagen. I recall seeing a chart of all the various industries in 
the country, and I recall that the publishing industry had a net profit 
after taxes of somewhere around 2 percent or so. Do you recall the 
exact figure ¢ 

Mr. Boein. Yes. For the year 1952, the average net profits of the 
publishing industry, that is of the general magazines, came to about 
2.8 or 2.9 percent. In that year we had an ave rage of 4.2 percent. 

Mr. Hagen. The security of a large magazine is more certain but 
the danger comes to the little fellow, the small m: ugazines and publish 
ers if and when a drastic postage rate increase is put in effect. 

Mr. Boain. That is correct. Those with less circulation have the 
greater number that run for cover and save their $2 or $3 or $5. They 
make their economies much more quickly than those in the large 
publications. 

The Cuairman. Mr. Rhodes will inquire. 

Mr. Ruopes. Mr. Bogin, you feel that this will have a bad effect on 
small business generally ¢ 
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Mr. Boern. I think the entire bill with the magnitude of the pro- 
posed rates would have a very serious effect upon the earnings of 
small business and medium-size business and possibly large business, 
too, that use mail as extensively as our type of business does. 

Mr. Ruopes. Since the chamber of commerce is recognized as a rep- 
resentative of business generally throughout the Nation, what is your 
opinion of the chamber’s approval of this legislation ? 

Mr. Boern. There are ladies present. 

Mr. Bourton. Mr. Bogin, in your statement I believe you made a 
reference to the fact that this committee was really wp against it when 
we thought of trying to balance the Post Office budget. I wondered 
what your sentiments were regarding the balancing of the Federal 
Government’s budget. 

Mr. Boery. I think it is a most desirable thing, and it should be 
accomplished as soon as it is possible to accomplish. 

Mr. Bouton. Thank you, sir. 

Mr. Boarn. I do not believe we should sacrifice the things that are 
important to be done under the present conditions. 

Mr. Bouton. Continuing with your testimony, you pointed out that 
any such cost of increase would come out of the Government actually 
anyway, because it would be a reduction in the amount of profits that 
you would have for tax purposes. Is it not true that actually you only 
paid Uncle Sam 52 percent of what you make while through an in- 
crease in rates Uncle Sam will be getting 100 percent ? 

Mr. Boern. That is exactly what I said. I made the point in con- 
nection with that that in reaching out to the general magazine pub- 
lishers for an additional $20 million, that the Government would 
benefit only net $9,600,000, and would jeopardize the very delicate 
economic structure upon which the publishers have built their business. 

Mr. Borron. Then next, you followed a little later by saying that 
such a raise was really an unfair burden and pointed out that it was 
too great a burden for a segment of society. Is it not just as unfair 
for the thousands who do not take your magazine to pay for the 
transportation of them ? 

Mr. Boern. I do not know exactly what point you are trying to 
make. If you are talking about the entire Post Office deficit 

Mr. Bowron. No, sir; I have reference only to the cost of transpor- 
tation and handling in the post office of the publications of your 
company, sir. 

Mr. Boar. T believe I made the point that our magazine for which 
we pay an average charge of 5 cents a copy, that we either at least 
pay our way or more nearly pay our way than do any of the other 
users of any of the classifications of the mail other than parcel post. 

Mr. Bouron. May I ask, right there, if the figures of the Post Office 
were sufficient in the opinion of this committee, and if those figures 
indicated that as an actual matter of fact the cost of handling, trans- 
porting, and delivering your publications was not being borne, would 
you think it would be fair for that additional cost to be borne by your 
company ¢ 

Mr. Boern. It is a hypothetical question. I would like to be able to 
answer in the affirmative. 

Mr. Boiron. You pointed out that if these rates were increased as 
this bill suggests it would cost the company approximately 20 percent 
of your net income after taxes. 
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Mr. Boern. As of last year, and about 30 percent at the rate we are 
going this year. 

Mr. Bouron. You made the impression at least that the company 
would probably stand that rate increase. Is that a fair assumption on 
my part or would you probably consider raising rates ¢ 

Mr. Boern. I am afraid we would have to maintain the rates at our 
present level which have been in effect since 1947, because of the difli- 
culty in maintaining certain basic guaranties for the advertising. 

Mr. Boiron. Also you mentioned that there was a difference today 
in the rates that your magazines were delivered for to newsstands to a 
purchaser, and to asubseriber. I think there was about a 7-cent differ- 
ence there per copy. Is that wholly due to the mail? In other words, 
as far as the receipts of your company are concerned, is it the same for 
newsstand sales or for mailing or are there other factors besides 
mailing costs ¢ 

Mr. Boat. I did not refer to costs at all. I simply referred to in- 
come. The newsstand buyer pays 50 cents, the subscriber pays 3714 
cents for Vogue on an annual basis. 

Mr. Bouron. The reason the company can do it, therefore, on that 
basis is not wholly just because of the Post Office rates. 

Mr. Boern. No. It is a matter of policy with publishers to have a 
subscription list as a backlog for their guaranty because newsstand 
sales are a very uncertain factor. The weather may affect them. I 
see you get the point. 

Mr. Ruopes. I have one further question on the chamber of com- 
merce. Do you feel then that the chamber of commerce does not 
reflect the views of the small-business men on this particular question ¢ 

Mr. Bocrx. May I say this, Mr. Rhodes. I think the chamber of 
commerce is uninformed on this subject, and so is the National Asso- 
ciation of Manufacturers, if I may couple them together. 

Mr. Ruopes. And you would not think that they reflect the views of 
the business people throughout the Nation on this question ¢ 

Mr. Boctn. Mr. Rhodes, I think from the burden of the testimony 
that I have heard, at least, and you have heard it many times more, 
and Mrs. St. George has heard it for years, I think they are contrary 
to the prevailing views of most small-business men and medium-size- 
business men throughout the country who have to rely so largely on 
postal rates as part of their costs. 

Mr. Gross. One brief question to follow up the question of the 
gentleman from Ohio, Mr. Bolton, regarding the balancing of the 
Federal budget. Mr. Bogin, do you think that the Federal ‘Govern- 
ment can ever balance the budget as long as the House of Repre- 
sentatives votes as it did yesterday to authorize the spending in one 
fiscal year of $14 billion for so- called foreign aid? I call it a give- 
away to foreigners but let us put it- 

Mr. Bociy. I would not like to engage in a political controversy 
with you. I believe the figure was $4, 100 million. 

Mr. Gross. No, the bill authorized the spending of more than $14 
billion. 

Mr. Bootn. The foreign aid is $4 billion. 

Mr. Bouron. Mr. Chairman, if we may return to the present bill—— 

Mr. Gross. Mr. Chairman, the gentleman from Ohio, Mr. Bolton, 
introduced the subject. 

86316—53—vol. 2——15 
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The Cuarrman. That is right. 

Mr. Bouton. I do not follow the question. 

The Crarrman. Do you have another question ? 

Mr. Bouron. Yes, sir, I do. The point was raised here earlier, 
Mr. Bogin, by another witness that magazines with large subscriptions 
often use different transportation methods to the various points 
throughout the country, and then place their magazines within the 
mail system at other points around the country. as contrasted to putting 
their magazines in the postal system at the beginning because of the 
difference in rate structures. What system is used by. your company ¢ 

Mr. Boein. We utilize that as advantageously as we can with our 
comparatively limited circulation. The magazines with a mailing 
list of 2 million a week or so are in a much better position to have 
what we call breakup points in maybe 40 or 50 different cities in the 
United States. We have St. Louis and Los Angeles in addition to 
our origin point. 

Mr. Borron. If I understand you correctly, you ship by another 
method besides the post office to St. Louis and Los Angeles, and then 
enter your mail as second-class matter in those cities! 

Mr. Bogrn. That is correct. 

Mr. Botron. Because you find it is less expensive for you to do so? 

Mr. Boain. That is correct. It would bring us beyond the eighth 
zone if we would ship it out of Greenwich. It is purely a problem 
of traffic management. 

Mr. Downy. Would a profit to the newsstand dealer have anything 
to do with the fact that the magazine costs more than buying directly 
from you? 

Mr. Boerx. You are getting into a matter of cost rather than price. 

Mr. Dowpy. It came in a while ago, and I just wondered. 

Mr. Boarn. That is one of the factors. Let me put it this way. 
The profit to the newsstand dealer compares with the postage that we 
have to pay per subscription copy. 

Mr. Downy. Plus the cost of getting it to him, of course. 

Mr. Booty. Plus the cost of getting it to him. He gets it in bulk. 
A newsstand dealer may get anywhere from 100 to 1,000 copies. 

The Cuatrman. Of course, the person who gets the subscription gets 
a pretty good share of the sales price as commission in the case of 
magazines sent through the mail. 

Mr. Boary. That isr ight, they do; God bless the subscription people. 
I figured on the gross in both cases. 

The CratrmMan. What I am getting at is that the woman out in 
Topeka, Kans., who goes down the street and solicits subscriptions gets 
a big share of that year’s subscription. 

Mr. Boer. That is correct. She makes a living out of getting 
subscriptions to our and other magazines. So our net through sub- 
scriptions is less than from newsstands. Thank you very much, Mr. 
Chairman. I appreciate that. 

Mr. Ruopes. Mr. Chairman, I would like to ask unanimous con- 
sent to include in the hearings a letter from one of my constituents 
addressed to the chairman of our committee. 

The Cratrman. If there is no objection, we will place it in the 
record at this point. 
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(The letter is as follows :) 
JuLY 15, 1953. 
Re: Proposed bill (H. R. 6052) to increase postal rates. 


DpWARD H. Ress, Esq. 
Chairman, House Post Office and Civil Service Committee, 
Washington, D. C. 

Dear Mr. Rees:It is my firm conviction of the principals of our organiza- 
tion that the proposed increased in postal rates is without justification. 

At least we feel that until all the basic facts are obtained, an increase in 
rates should not be considered by either the House or Senate Post Office Com- 
mittees, 

At a time when business and industry is finding it particularly difficult to 
operate at a profit, it seems extremely unfair that additional steps should be 
taken to add to the already high cost of promoting the sale of one’s product or 
service. 

Any increase in postal rates at this time, unless definitely proven to be justi 
fiable, would work further hardship upon the safe and sound operation of 
private enterprise. 

We would kindly ask you to give full consideration to our request that this 
proposed bill be set aside. 

Cordially, 
BEAUMONT, HELLER & SPERLING, INC., 
——_—_— ———., Vice President. 

The Cuarrman. The next witness is Mr. Meredith, who represents 

the Meredith Publishing Co. of Des Moines, Iowa. 


STATEMENT OF E. T. MEREDITH, JR., VICE PRESIDENT AND 
GENERAL MANAGER, MEREDITH PUBLISHING CO. 


Mr. Mereprru. My name is E. T. Meredith, Jr., and I am vice 
president and general manager of the Meredith Publishing Co. of Des 
Moines, lowa. We publish two magazines, Better Homes and Gard- 
ens and Successful Farming. 

Successful Farming, with a circulation of 1,300,000, serves almost 
every second farm family in the Missouri- Mississippi- -Upper Ohio 
Valle sy, as well as in New York and Pennsylvania. Ninety-eight per- 
cent of its circulation goes through the mail and is delivered by rural 
mail carriers and through the post office. 

Better Homes and Gardens, with a monthly circulation of 3,700,000, 
is read by urban and suburban families in all of the 48 States. About 
60 percent of this magazine’s circulation is delivered to readers 
through post-office facilities. 

I will make this very brief. I have appeared here before. I am 
glad to see you again, Mr. Murray. Fearful of being repetitious, I 
dalibes ‘ately skipped a lot of information you heard too many times 
already. 

We paid last year in postage $1,780,000 in all classes of postage. 
We are concerned with quite a sizable fund and pretty much worried 
about what will ultimately come out of the proposed bill. I think 
the prime consideration should be given to the general effect of the 
postage rate. A severe increase now is going to adversely affect all 
publishers. The bill as proposed would cost us a little over a million 
dollars increase, but it will adversely affect a great segment of busi- 
ness, all types of general business, and will have an effect on our ria- 
tional economy. I can illustrate that. 

Mr. Davis. What was your figure of what you paid last year ? 
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Mr. Mereprru. $1,780,000. That is the year ending June 30. I 
would like to illustrate what I mean with one example that is a little 
extreme. January 1951 we ran an article on a home, and we pub- 
lished plans for this home. This happens to be a particularly popular 
piece of architecture, but in the meantime since January 1951 we 
sold 25,000 of these plans. That was the most plans of any one home 
we ever sold. So we followed up on purchasers of these plans and 
we found that 4,700 of them had actually built that house. Their 
average was $20,300. That is $96 million worth of building from 
that one blueprint. 

if we curtail our distribution of this particular magazine by X 
percent, I do not know what industry would have been cut back. 
You can guess at it yourself. 

My point is that in the movement of all kinds of goods, the sale of 
automobiles, food, textiles, clothing materials, home equipment, and 
furnishings, magazines as a whole do have a tremendous impact on 
the movement of goods and the stimulation of commerce. 

We have had very elaborate studies on mail production of subserip- 
tions. These figures are not superficial. They are the result of a 
creat many thousands of mail efforts. We have found through 
changed price offers for subscriptions that when we raised the cost of 
the individual copy to the subscriber 1 cent, that is 12 cents a year, 
we reduced our production by 11 percent. That involves 1 penny 
a copy. 

The price interest was great enough to reduce our returns on mail 
efforts by 11 percent. 

Under the proposed bill we would raise the price of the copy if we 
passed it on to the consumer, which is impossible, 214 cents. If you 
ran that equation, it would be 385,000 people that we would not have 
gotten as subscribers last year. 

Mr. Davis. I do not understand your statement. If you reduce it 
1 cent per copy, your return was 11 percent less, I believe you said. 

Mr. Merepirn. Yes, sir. 

Mr. Davis. Will you illustrate that? Ido not understand what you 
are saying. 

Mr. Merepiru. We make an offer to a prospective subscriber of so 
many dollars for 14 months or 18 months or 20 months. And over a 
rather large accumulation of studies, getting 1.5-percent return on 
one mailing, 1.8, 2.2. on other studies, the thing boiled down to the 
fact that the 1 cent a copy change in offering price for a year—we 
raised it 1 cent over the lowest offered price—our returns on that mail- 
ing were reduced by 11 percent. That is the number, not the per- 
centage. The number of returns was reduced by 11 percent. 

All of the magazine publishers are in the same boat. Several in- 
creased postage rates are going to inevitably lessen the amount of 
business each publisher does. They in themselves are a pretty enor- 
mous group of people in the economy of the country. They hire 
many, many thousands of people. They buy many millions of tons 
of raw material and ink and plates. They supply transportation 
facilities and railroads and trucking, et cetera, with millions of dollars 
of income. So they in themselves, I think, are important. 

I only ask that we visualize this thing very carefully and accurately 
in order to determine in the long run how we are going to come out 
better off. I believe very firmly that, in damaging the magazine pub- 
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lishing business in itself, will hurt our general economy, because of 
the accumulation of damage that will be done to individual businesses. 
By that I mean that if we come out within our economy distributing 
as many copies, we will not insert on as many people the selling im- 
pact for the advertisers in those magazines. If you do no selling, you 
make no sales. If no sales are made, you employ no one. You shut 
down. 

Somewhere in the rainbow is the right level of selling effort and 
production effort. If we throw that thing out of kilter, I am quite 
certain that the Government as a whole is going to be worse off. I 
think you gentlemen are all in favor of taking the greatest breadth 
of view. If we sell less, if we have fewer impacts on consumers, you 
are going to manufacture less, you are going to hire fewer people, you 
are going to collect less income tax. 

In my opinion, a severe raise such as proposed in the rate bill, i 
going to lessen the selling done through newspapers and magazines 
in this country, and is going to curtail sales to some given extent and 
consequently taxes and employment. I would hate terribly to see it 
go far enou eh to be variously damaging so that the whole picture of 
the economy is in a poorer state than it 1s now. 

I want to mention the subject of subsidy, which I think is a ter- 
ribly complicated one. I know each of you have made an effort to find 
out who is being subsidized. I admit very freely I do not know. 

Mr. Davis. Right there, Mr. Chairman, may I interpose this 
question ? 

The Carman. Judge Davis. 

Mr. Davis. Do you know how many different subsidies the Ameri- 
can Government is paying r nent now ¢ 

Mr. Merepiru. No, sir, 1 do not know. I would like to. 

Mr. Davis. There are a good many more than the subsidy for the 
Post Office Department. 

Mr. Merepiru. There must be thousands of them. I feel that I do 
not know anyone who is not subsidized in some respects. There was 
mention here before that the publishing industry as a whole did oper- 
ate on a 2.9 percent return, and that is the bottom of the ladder. Steel, 
automotive, and textile operate on a higher net return than that. If 
anybody in the publishing business is getting anything substantially 
out of subsidy, | would hike to hear about it. I am very interested, 
I speak for ourselves in our case, and we are getting something 
directly in the subsidy, and the Internal Revenue Department has 
devised a good scheme for getting it back, and we do not have any 
left. I do not know who is being subsidized. The railroads may con- 
tinue to transport goods that we ship and employ the hundreds of 
thousands of people. The consumer may be subsidized. In effect, he 
receives the material, the newspapers, and magazines that we all want 
him to receive. So that his earning power is better. Family condi- 
tions and cultural conditions are better than they would be without 
this. I do not know where the subsidy applies. 

I hope it will not be used erroneously so that we all really under- 
stand what value there is in delivering the periodicals of all kinds 
that we have in this country. 

It has been mentioned before, but I would like to emphasize that 
we should find out what it is worth within the area of reasonable 
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judgment to the United States to deliver the periodicals that the Post 
Office Department says it is losing money on. In other words, what 
is it worth to us? I know there is a tremendous amount of respect 
in our Government for publications. I know that there is apprecia- 
tion of the power of siventiataas That question, I think everyone 
has finally agreed upon. When it comes to solidifying public interest, 
it is done through advertising to a great extent. Sometimes it is in 
editorials, and sometimes in advertising pages. 

We sell war bonds, Red Cross, heart, and polio. It is done in 
advertising and that is accepted. It is a valuable medium. I think 
we have to determine as nearly as we can what it is worth to the whole 
United States economy to put in the hands of as many people as we 
can the periodicals we are now delivering. 

All the costs are up in this country in the past 10 or 15 years. I 
want to point out that since 1939 our advertising cost, that is, the 
pages of advertising to the advertiser, 6 percent. The costs to the 
consumer, the reader, for pages in our magazines are up 9 percent. 
Those are very modest figures. 

Mr. Davis. Since what year? 

Mr. Merepirn. 1939. Those are very modest figures. The only 
way we have been able to achieve that—and any other publisher— 
is to spend about $10 million in plant and equipment since the end 
of the war to keep up our volume and our costs down. We cannot 
spend that kind of money in plant and equipment and employment 
and spend it somewhere else. 

The question is, Where is it well spent for Uncle Sam for return 
both in tax and for the economic well-being of the country. I think 
that $10 million has been very well spent for the continued support 
in our community and contribution to 5 or 6 million subscribers, 
and that is 25 or 30 million people around the country. 

The question has been asked a couple of times about percentages on 
this postage increase so I will tell you now what ours is. On second 
class—if this bill were passed as now proposed—our increased post- 
age would be $410,000. 

That would be 87.28 percent of our profit before taxes. 

Our third class would be $212,000 or 3.75 percent. The combina- 
tion of those 2 would be 11.3 or $622,000 increase. 

As I told you before, we spent $1,780,000 last year in postage of all 
types. I can give you that breakdown if you wish. 

Mr. Davis. I see you have on page 5 of your statement a figure of 
$1,040,560. Does that correspond with what you just said ? 

Mr. Merepriru. I can clarify that for you very quickly. That is 
magazine postage alone. We are talking about postage of magazines 
there. We spent $21,000 in mailing books. 

Mr. Davis. That refers to your increase. It says these new in- 
creases together with those that the previous Congress has enacted, 
if all in effect at the same time, would mean an increase in the Meredith 
Publishing Co. postal bill of $1,040,560. 

Mr. Merepiru. Yes, sir; that the entire increase including the pro- 
posal. 

Mr. Gross. That is plus the raise proposed in this bill, is it not? 

Mr. Merepiru. It includes that, sir; 10, 10, 10, and 40. I hope it 
is not too repetitious, but I want to mention again that I think we 
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must find out what it is worth to deliver the periodicals. I think we 
must. know what the Post Office Department provides to our economy. 
The Agriculture Department budget is much larger and does not col- 
lect a nickel. What kind of service is that to the ec onomy? The 
State Department, Commerce Department, and so on, they are services 
to our people. To what extent is the Post Office Department a service 
to the people? 

On that judgment exercised by you people and others, we better 
resolve this thing. 

That is all I have to say, Mr. Chairman. 

Mr. Ruopes. Mr. Chairman. 

The Cuarrman. Mr. Rhodes. 

Mr. Ruopes. I would like to ask Mr. Meredith the same question I 
have asked before. Since you talk of the impact this will have on 
business, what is your opinion as to whether or not the chamber of 
commerce expresses the views of the businessmen of the country in 
approving this legislation ¢ 

Mr. Merepiru. I think they very definitely do not, to answer you 
seriously. There always must be an assumption—when you ask that 
question—that they are informed. ‘Those people in that particular 
office of the chamber of commerce have no interest in this thing. They 
have not studied it. They have no inclination to study it. 

Mr. Davis. Will the gentleman yield there? 

Mr. Ruopes. Yes. 

Mr. Davis. That statement which was made purported to be the 
opinion of the board of directors of the National Chamber of Com- 
merce, did it not? Did they indicate in any way that they had polled 
their membership to get that opinion ? 

Mr. Merepiru. I do not know. I cannot tell you. 

Mr. Davis. Do you know anything about it? 

Mr. Merepiru. I just know the statement they made. I do not know 
a thing about the background. 

Mr. Davis. Did not the statement say that it was purported to be 
a statement issued by the board of directors not based on any ballot 
or sampling of opinion of any kind? 

Mr. Merepiru. I believe that is what it indicated. I do not know 
what they did to get the opinion. 

Mr. Gross. Are you a member of the chamber of commerce? 

Mr. Merepiru. At home, locally; yes. 

Mr. Gross. Were you ever polled on this question ? 

Mr. Mereprru. No, sir. 

Mr. Rropes. Mr, Meredith, I am glad to have your opinion because 
I think the chamber’s action is going to be a strong argument for the 
passage of this legislation The United States Chamber of Commerce, 
whether or not it was made by the board of directors, or whether they 
polled the membership, is on record on this question. 

Mr. Mereprru. I can only express a personal opinion, if you will 
permit that, which is all I have. 

Mr. Ruopes. The bigger magazines which in the past opposed rate 
increases were not represented, so far as I know, in opposition to the 
present increase. Do you feel that they are in favor of this legislation ? 

Mr. Merepirn. The who? 

Mr. Ruoprs. Magazines like Life and Reader’s Digest. 
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Mr. Merepiri. They are all here, sir. They just have not gotten 
around to their testimony yet. They are extremely disturbed, the 
larger magazines. 

Mr. Hacen. Mr. Meredith, I notice you indicate that Successful 
farming has a circulation of 1,300,000. In your experience, if you 
would raise the rate, say 5 or 10 cents per copy, would you lose a big 
percentage of those subscribers in the immediate future? 

Mr. Merepiru. Yes, sir; we would lose a very large percentage of 
them. Farm circulation is becoming increasingly difficult to get. We 
made tests. We sell Successful Farming door to door. 

Mr. Hacen. You use the mails to a large degree ¢ 

Mr. Merepiru. You mean to secure circulation ? 

Mr. Hagen. No; in sending the publication to the people? 

Mr. Merepirn. Ninety-eight percent. 

Mr. Hacen. You might say you are trying to give all your business 
to the Post Office Departme nt. 

Mr. Merepirn. It is 98 percent. 

Mr. Hacen. So if there was an increase in second-class postage 
rates, you would prob: ibly have to pass it on to the subscriber as most 
publications do. Then it would result in decreased circulation and of 
course decreased volume of business for you and all the advertisers 
that advertise in your splendid publication. Do you not carry a lot of 
informative material, engineering, technical, and other information 
which is sent out by the various Government agencies and bureaus for 
the benefit of the farmers to get their better cooperation in Govern- 
ment programs, and to do a better farming job and produce more food 
for the consumers? Is that not one of the purposes and functions of 
the magazine / 

Mr. Mereprrn. That makes up a very large percentage of all the 
editorial material. 

Mr. Hacen. Then that job would be greatly lessened, would it not, 
if you had an increase in postage rates ? 

Mr. Merepirn. I think it would be lessened to a shocking extent. I 
really do. There has been a very broad study made among farm fam- 
ilies asking where they got most of the information for the farming 
activities, domestic activities, and 70 percent broke down on farm 
magazines. 

Mr. Hagen. Other farm publications of the country are in the same 
position as you are and do relatively the same job? 

Mr. Merepiru. Yes, sir. 

The Cuartrman. Mr. Bolton. 

Mr. Botton. I want to compliment Mr. Meredith for his sincerity 
and definite knowledge of his field. I cannot help having a little fun 
with your logic. You mention the terrific selling impact of the maga- 
zine and publishing field, with which I agree, and you mentioned that 
the balance should be very carefully decided upon between how much 
the Government should bear because of the general public welfare, and 
the effect it has on it, and I wondered whether you were suggesting to 
this committee that, because of the selling impact, we also should sub- 
sidize TV industry and the radio industry ¢ 

Mr. Merepiru. I think it would be highly desirable. 

Mr. Davis. Will the gentleman yield? 

Mr. Bouron. Yes, sir. 
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Mr. Davis. Just as a matter of information, do you think that the 
market bulletins which the Agriculture Department publishes and 
sends out free of charge to the farmers and other citizens throughout 
the country through the Members of the House and Senate give better 
results in a subsidy of that form than giving a little help on the post- 
age to get your information out to them ¢ 

Mr. Merepirn. I think I am too prejudiced to comment on that 
fairly. 

Mr. Davis. You have heard of that, have you not ? 

Mr. Merepirn. Yes, sir. 

Mr. Davis. Or such a thing as market bulletins? 

Mr. Mereprru. I never met a farmer personally who reads the bul- 
letins. Undoubtedly there are some. 

The Cuarrman. What is the subscription price per year of Success- 
ful Farming? 

Mr. Merepirn. $1.75. 

The CuarrMan. Sir? 

Mr. Merepirn. It is. 1.75. I should expI: ain we sell a minimum of 
3 years’ subscer ipt ion for $5. It is in units of 3 and 5 years. 

Mr. Borron. This whole question of public service, Mr. Meredith, 
is very definitely in the minds of all the members of the committee. 
I think the questions have indicated that. What in your opinion, sir, 
do you feel should be the relationship between cost of the De »part- 
ment and public service? Do you feel it should remain the way it is 
because that is what the industry has been able to absorb, or do you 
think that there is a certain minimum percentage which the publish- 
ing industry being an industry for profit should bear? What are 
your thoughts on that question ? 

Mr. MerepiruH. Sir, I cannot answer that very categorically. We 
get back to the cost-ascertainment thing again which we do not want 
to get into. I think most people agree it is not right in rate fixing. 
Applying that to first-class mail, you would have to have a different 
rate for every town in the country. If you wrote a letter from one 
R. F. D. to another R. F. D., you would have to charge more. I think 
industry must bear a part of the postal burden, but I do not think 
anybody knows too accurately what it costs. 

The postman can walk so far, and drive a truck so far, in a day, 
and to a great extent they are going to do that anyway, if there are 
any magazines. That part of the overhead is pretty well fixed. 

Mr. Hagen. May I make this observation? I think we will get 
the information which you seek on the value of the various public 
functions from the Carlson committee report in January, Mr. Bolton. 

Mr. Borron. I thank the gentleman. I merely wanted Mr. Mere- 
dith’s opinion. 

What is the relationship between the cost you pay for mailing and 
your general overall costs, excluding taxes? What is the percentage? 

Mr. Merepiru. The percentage of our total cost of operation ? 

Mr. Boron. Yes, sir. 

Mr. Merepiru. Our total cost of operation last year—a figure I 
cannot remember—our total costs last year were $30,600,000, if you 
will do the dividing, and our postal rate was $1,700,000. 

Mr. Borton. In ‘other words, it is about one-thirtieth ? 

Mr. Merepiru. Yes, sir. 

Mr. Bourton. Thank you, sir. 
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Mr. Downy. May I pursue that one step further, Mr. Chairman? 

The Cuamman. Mr. Dowdy. 

Mr. Dowpy. I guess that is the calendar year 1953 you were talking 
about ? 

Mr. Mereprru. That was the 1952 figure I just quoted. I do not 
know the June 30, 1953, figure. This figure I just quoted is 1952. 

Mr. Dowvy. The calendar year. 

Mr. Merepiru. No, sir. Our fiscal year ends June 30. 

Mr. Dowpy. The same as the Government? 

Mr. Merepiru. Yes, sir. 

Mr. Downy. What was your net profit before taxes during that 
same period ? 

Mr. Merepiru. Net earnings were $2,900,000. I cannot find the 
figure. 

Mr. Downy. That was before the previous increases ? 

Mr. Merepirn. I beg your pardon? 

Mr. Dowpvy. This postal rate figure you gave for 1952 was not 
affected particularly by the increases heretofore made? 

Mr. Mereprrn. Only two of those have gone into effect, of course. 
It was affected from April to June. 

Mr. Downy. The first 10-percent increase was effective for 3 months 
of that period. 

Mr. Merepirn. That is right; from April to June. 

The Cuatrman. Mrs. St. George. 

Mrs. Sr. Grorer. Mr. Meredith, I was interested in your statement 
that you knew of no farmers who used the bulletins sent out by the 
Department of Agriculture. I cannot agree with you on that, because 
my farmers ask for them quite frequently. But if that is so, would 
it not be better for us to turn that subsidy over to the publications 
such as yours that help the farmers, and the farmers like to sub- 
seribe to and read, and cut out bulletins entirely ? 

Mr. Merepiru. Mrs. St. George, I hope you will forgive me. I was 
a little facetious. I said I did not know any personally. I cannot 
estimate their value. They are of very great value, of course. 

The Cuatrman. I was very much surprised to hear the comment 
you made with respect to that. I was disappointed, as a matter of fact. 

Mr. Gusser. From your testimony and that of previous witnesses, 
I have gathered the impression that it is becoming increasingly diffi- 
cult to circulate farm magazines and farm literature such as the type 
you publish. The implication has been made, and in fact I think 
the assertion has been made, that it is lar gely a question of economics. 
Farm income is on the way down and pennies begin to get important. 
You have stated that if you raised your subscription price by 1 cent 
per copy your gross revenue would go down by 11 percent. What 
I am wondering about is if the decline in the marketability or the 
ease of marketing farm magazines is not due to some extent—in my 
opinion a large extent—to the fact that nowadays the farmer has an 
automobile that runs much better than his Model T used to run, 
has a much better road on his farm and can go and play bridge with 
his neighbor, also has a radio that gives him much more up-to-date 
market. news than you can provide, and in many cases has a tele- 
vision. There being so many hours in the day, the farmer just does 
not have time to read the farm magazines any more. Do you think 
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that is responsible to some extent? I do not ask you to say how much 
it is responsible for the decline in the marketability of farm publi- 
cations. 

Mr. Merepirn. That all has something to do with it. The cost of 
living has gone up. As I mentioned before, we sell by salesmen. 
Those men demand more out of our subscription dollar than they did. 
Then it costs more today to operate and maintain an automobile than 
it did 20 years ago. It is a combination of many of those factors. 
Of course, the farm magazine is still most badly needed in the hands 
of the farmer. : 

Mr. Gross. Mr. Chairman, I want to commend Mr. Meredith for 
his statement. With a 25-percent drop in net income to farmers since 
1947, 18 percent of it in 1952—I am quoting Department of Agricul- 
ture figures—certainly it seems to me this is a very poor time to raise 
mail rates by the amounts proposed in this bill. 

Mr. Merepiru. May I say one thing to you, Chairman Rees. These 
bulletins that I made the offhand remark about, we list Government 
bulletins from agricultural colleges and universities. We have a 
pamphlet which we publish in the magazine listing Agriculture De- 
partment bulletins and make an effort to help distribute those. So 
there is a recognition of that. 

Mr. Davis. I mentioned the subject of market bulletins for the 
purpose of merely illustrating as you went along that there are other 
subsidies which the Federal Government makes for farm publications, 
other than the postage which it is said they subsidize in magazines 
and newspapers. 

Mr. Murray. What is the capital stock of your company ? 

Mr. Mereprru. 248,000 shares at $10 par. 

Mr. Cotz. Do you not also quote from those farm bulletins occasion- 
ally in your publications? 

Mr. Mrrepiru. Yes, sir. 

Mr. Cortz. You get a lot of your material from the agricultural 
farm bulletins that you use in your publications. 

Mr. Mereprru. Yes, sir. 

Mr. Hagen. I am glad you brought that up, Mr. Cole. You also 
recall, and I am sure you do, Mr. Meredith, that the Government 
issues an annual farm yearbook which is distributed to farmers in the 
country on request to the Congressman or Senator. Your own publi- 
cation as well as other farm publications often mention the book, when 
it is published, how to receive it, and how to get it. Often, too, you 
will write condensed statements and articles about the material found 
in these yearbooks. 

It is another point that Mr. Davis pointed out that the porae 
of Agriculture does subsidize, and wants the farmer to have this 
information. 

Mr. Merepiru. Yes, sir. I think I recall that is available through 
county agents. 

Mr. Hacen. That is right. It is applied for quite often through 
Members of Congress and also may be purchased from the Superin- 
tendent of Documents, Government Printing Office, Washington, D. C. 

The Cuatrman. The next witness is Mr. Fred G. Zeilner, circulation 
service manager, the Oil Daily. 
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STATEMENT OF FRED J. ZEILNER, CIRCULATION SERVICE 
MANAGER, THE OIL DAILY, CHICAGO, ILL. 


Mr. Zemner. My name is Fred Zeilner, from the Oil Daily in 
Chicago. There are just a few paragr aphs of the statement that I 
would liketomake. ‘The only objection we have to the proposed postal 
rate increase is the one-eighth cent per copy to one-half cent per copy. 
From January 1 through June 30, we paid a postal rate at the zone 
rates for news and advertising content of $3,045.17. At the one-half 
cent per piece minimum rate it “would have cost $6,891.33, or an increase 
of 126.3 percent. 

We are a young and growing publication and since October 3, 1951, 
we have increased from 5,000 to 11,000 circulation. If that circula- 
tion increases correspondingly, our percentage would be more than 
126.3 percent. 

After your careful study several years ago from which: evolved this 
general rate increase on second-class matter, plus a one-eighth cent 
minimum per piece base, we firmly believe the same conditions that 
prevailed at that time to determine the minimum base still exist, and 
if an increase is made now, it should be general on the same percentage 
basis as other second-class matter, especially if it affects the daily 
newspaper. The rate structure of pound zone and news advertising 
content which is in effect today with moderate general increase and 
this general increase percentage added to the present minimum of 
one-eighth cent per piece would be fair to all publishers. A dail 
newspaper such as ours presently absorbs some of the postal cost which 
is bypassed. 

This is accomplished because we make up our own separations, sack 
them separately and deliver them directly to the depots instead of 
routing mail through the post office. 

For a small organization such as ours to do this we require 3 
delivery trucks instead of 1, and 5 mailers instead of 4, costing us a 
total of $229 a week; or approximately $11,900 a year 

We realize that for part of this cost we are responsible in the interest 
of faster service to our subscribers. But nevertheless, we believe you 
too realize that a part of this cost can rightfully be charged as a postal 
service saving. 

We therefore maintain that a distinction should be made between 
daily publications and other second-class matter. 

To sum it all up, it amounts to a plea by us for our very existence, 
and we feel certainly that the House Postal Committee will be fair in 
making any increase in second-class rates general to all publishers on 
the basis of 42 percent or so, and not penalize the publishers of smaller 
sized daily newspapers up to 300 percent. 

Thank you. 

Mr. Hagen. You say in some cases a small publication will pay up 

» 300 percent increase ? 

Mr. Zener. That is right. 

Mr. Hacen. You can substantiate that statement? 

Mr. Zettner. It was substantiated in the testimony yesterday by the 
Farm Belt Dailies. 

Mr. Hacen. That would be suicidal for a small publication, 

Mr. ZemNner. That is right. 
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Mr. Hacen. In your own case you have about 11,000 circulation, and 
you anticipate a slight increase perhaps over a time. 

Mr. Zertner. That is right. 

Mr. Hagen. On your present circulation your increase of second 
class mail postage charges will be 126 percent, if this bill goes into 
effect ? 

Mr. Zeiner. Yes, sir. 

Mr. Hacen. Do you not think that points up the very thing I have 
been trying to point out through all the hearings, chat the impact of 
this increase is definitely on the little publisher, the small-business 
man, the little mailer, and the small publications ¢ 

Mr. Zetcner. I do know that it hurts us very, very badly because of 
the size of our publication. 

Mr. Hagen. Thank you very much. 

Mr. Ruopes. I think that in the bill you will see that the increase 
is 400 percent. From one-eighth cent to one-half cent is a 400-percent 
increase for some. 

Mr. Hagen. That is even more shocking. 

Mr. Bouron. Will the gentleman yield ¢ 

Mr. Hacen. Yes. 

Mr. Boiron. May I ask what percentage your mailing costs are to 
your gross costs ¢ 

Mr. Zertner. That I do not know offhand. We are in business for 
just a little over a year and a half. I do not have those figures avail- 
abie. 

Mr. Borron. Would you estimate what percentage of your net 
profit your mailing costs would be? 

Mr. Zemner. We have not had any net profit to date. 

Mr. Bouron. I am entirely sympathetic with the gentleman’s feel- 
ings. 

Mr. Ruopes. What is the size of your publication ? 

Mr. Zenner. It is a tabloid and runs from 4 to 8 pages normally, 
which is equivalent to 2 or 4 pages of a regular newspaper. 

Mr. Ruopes. Were you affected by the 1951 postal rate increase ¢ 

Mr. ZreILNER. We just started in business at that time. 

The Cuamnman,. Mr. Leslie Watt, of the Watt Publishing Co. 


STATEMENT OF LESLIE A. WATT, PRESIDENT, WATT PUBLISHING 
CO., MOUNT MORRIS, ILL. 


Mr. Warr. Thank you. 

Mr. Corx. I did not get Mr. Rhodes’ computation percentagewise. 
It is now one-eighth, and it is proposed to increase it to one-half. 1 
cannot figure 400 percent out of that. 

Mr. Ruopes. It is four times as much. 

Mr. Downy. One-half is 400 percent of one-eighth. 

Mr. Cote. All right. 

Mr. Wart. My name is Leslie A. Watt. I am president of Watt 
Publishing Co., Mount Morris, Lll., publishers of six national spe 
cialized farm magazines. 

You gentlemen and lady have listened tonight to several large pub- 
lishers. We definitely are small publishers, and I want to show you 
the impact of this bill and how serious it is on a small publishing 
company. 
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The publications are these: 

Poultry Tribune; circulation of 450,000 among farm poultry raisers. 

Tr urkey World; circulation of 20,000 to commercial turkey growers. 

Broiler Growing; circulation of 20 000 to commercial broiler 
growers. 

Hatchery and Feed; circulation of 16,000 to poultry hatcheries and 
feed dealers. 

Poultry Processing and Marketing; circulation of 5,000 to all firms 
engaged in processing and mar keting chickens, eggs, and turkeys. 

Better Farming Methods; circulation of 24 ,000 to county agricul- 
tural agents, vo-ag teachers, extension specialists, soil conservationists, 
and other agricultural leaders. 

Poultry Tribune, the largest in circulation, is generally considered 
a consumer magazine, going to individual farmers. The other five 
are more akin to business publications within the farm field. 

I would like to group my comments on H. R. 6052 according to 
sections of the bill. 


SECTION 1. FIRST-CLASS MAIL 


We have no objection to the proposed rates. In my testimony be- 
fore this committee in March 1951 I recommended an increase from 
3to4cents. I still believe that this increase should be made before any 
additional increases are made in other rates. 


SECTION 2. SECOND-CLASS MAIL 


Three of our magazines—Poultry Tribune, Turkey World, and 


Broiler Growing—are mailed at second-class rates. 

Two years ago when you were considering a 100 percent increase 
in second-class rates, we recommended an increase not to exceed 10 
percent a year for 3 years, or a total of 30 percent. That recom- 
mendation, which also was voiced by many other publishers, became 
law effective April 1,1952. The second 10 percent increase went into 
effect April 1, 1953, and the third is scheduled for April 1, 1954. 

Under the terms of H. R. 6052, however, the third 10 percent would 
be eliminated and replaced by a 25 percent increase effective October 
1, 1953, plus an additional 25 percent effective July 1, 1954. 

There has been comment before this committee that this bill is 25 
and 17 percent. The percentages I am using are going back to the 

rates prior to April 1, 1952. If you look at it that way, it is 2 succes- 
sive 25 percents on top of the 20 percent we are now paying, making 
a grand total of 70-percent raise in rate in a span of 27 months. 

We object to the amounts and the rapidity of those increases. Let 
me give you our second-class mail costs on these four magazines. 

At rates effective March 1952, the annual second- class postage was 
$39,939.30. 

At rates in effect April 1, 1953, it was $47,929.0 

At rates proposed October 1, 1953, $58, 111.34, 

At rates proposed July 1, 1954, $67,860.28. 

In a span of 27 months the increase would be $27,920.98, or 70 
percent. 

We are not saying that there should be no further increase in 
second-class rates. We do say, however, that the third 10 percent on 
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April 1, 1954, as provided in H. R. 2982, should be put into effect on 
that date, and any further increase in second class should be deferred 
until 1955. 

An increase of 10 percent annually gives a publisher opportunity 
to adjust advertising ‘ates gradually ‘to meet increased costs. In- 
creases at the rate of 25 percent annually impose undue hardship be- 
cause advertising rates cannot be changed that amount annually and 
still maintain volume. 

We have great admiration for Postmaster General Summerfield. 
His reduc tion of $152 million in the Post Office budget for 1954 is a 
major accomplishment and is to be commended. It shows a willing- 
ness to admit that the Post Office can be operated more efficiently— 
an attitude notably lacking on the part of his predecessor. 

It is, however, most unfortunate that the charts used by the Post- 
master General in his presentation before this committee were not 
consistent as to base year. His chart 2 showed the effect of rate in- 
creases since 1945 on 1953 costs and revenues. On chart 3, however, 
changes in postal costs and postal rates were shown for 1953 compared 
to 1932. This shows second-class rates 5.9 percent down. Here is an 
unfortunate case of figures which are deliberately misleading. 

Second-class rates were raised in the summer of 1932 and restored 
to their previous level in the summer of 1934. This temporary rate 
increase for only 2 years was used by the Postmaster General to imply 
that second-class rates today are 6 percent lower than they were 20 
years ago. Actually the rates were the same from 1934 to Aril 1, 
1952. Rates today are 20 percent higher than they were in 1934 
or in 1945, 

Why go back 20 years on any comparison? There is no need to 
go back ‘of 1945. The postal-deficit problem ‘is entirely covered by 
salary increases to postal employees since 1945. 

The key to the problem is how much of those salary increases should 
be passed on to the users of the mails in increased rates, and how much 
should be added to the postal deficit to be paid by taxation—the same 
as the expenses of any other department of Government. The old 
question of whether the post office is a service or a business, or both, 
is still before your committee. It has been for years, and it is still 
unsettled. 

Let me show you what has happened in our business in the 8 years 
from 1945 to 1953. These figures are for Poultry Tribune magazine. 

Paper and printing costs per thousand pages have increased 98 
percent. 

Subscription prices have increased 100 percent. 

Advertising price per page has increased 41 percent. 

What have these price increases done to volume? 

Total circulation is down 10 percent. 

Total advertising pages sold are down 28 percent. 

Obviously we have passed the point of diminishing returns. Fur- 
ther price increases on subscriptions or advertisine pages, based on 
experience of the past 8 years, will only cause a further decline in 
volume. 

A publication cannot continuously raise prices, assume that volume 
will hold, and that total income w ill increase in direct proportion to 
the price increase. It often happens that price increases reduce vol- 
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ume so much that total income is no greater than that fom nerly 
obtained at lower prices. This same problem in basic economics faces 
the post office on all rates. Every bill brought in for years, the post 
oflice assumed the volume would hold, and they would get ‘the same 
percentage increase. We do not believe that an increase in rates total- 
ing 70 percent in 27 months can be put into effect without seriously 
curtailing the volume and thereby obtaining for the post office much 
less dollar revenue than forecasted. 

We believe that the third 10-percent raise scheduled April 1, 1954, 
for second class is all that the traffic will bear and still produce any 
increase in total second-class revenue. 


SECTION 3. THIRD-CLASS MAIL 


Our magazines are specialized farm publications. They concentrate 
editorially on improved production and marketing of chickens, eggs, 
broilers, and turkeys. Not every farmer is a prospect. ‘onsequently 
we cannot send crews of agents down the road soliciting every farm 
for a subscription. We must rely heavily on direct mail sales letters 
to people who have a known interest in poultry. 

Mr. Davis. Will the gentleman yield there? How many turkey 
raisers are there in the United States ¢ 

Mr. Warr. There are 162,000 of all types. There are only 19,000 
who grow 200 or more. 

Mr. Davis. Is that restricted to certain areas? 

Mr. Warr. It is heavily concentrated geographically. California 
alone grows 10 million turkeys out of 60 million grown &, year. 

Mr. Davis. How many did you say grow 200 or more per year! 

Mr. Warr. According to the 1950 census, only 19,000 farms in the 
United States grew 200 or more turkeys annually. We have 20,000 
circulation. 

Mr. Davis. And you have 1,000 more subscriptions. 

Mr. Warr. Obviously we have some to the less than 200. The 
magazine is beamed to the 200 or more grower. 

That means we have an expensive job of buying and compiling 
mailing lists. But third-class postage is the largest single cost item 
in direct mail selling. We mail annually several million letters to 
sell new and renewal subscriptions. Ali of these go at bulk third-class 
rate. The increase from 1 cent minimum to 1144 cents minimum per 
piece effective July 1, 1952, forced us to reduce our volume of our 
mail. Certain marginal lists which we had been able to use with 
postage at 1 cent per piece did not produce sufficient returns to con- 
tinue mailing at 114 cents postage. 

In our fiscal year ending June 30, 1952, we mailed 4,351,005 subscrip- 
tion sales letters at the 1-cent minimum third-class bulk rate. In the 
fiscal year ending June 30, 1953, however, we mailed only 3,309,736 
letters at the 114-cent bulk rate. 

Postal revenue from these bulk mailings in the 1952 year was $43,- 
510,05 compared to $49,646.04 in the 1953 year. 

A 50-percent increase in rate, which the post office acnaateal would 
bring in $21,755.02 (50 percent more revenue), actually produced only 
$6,135.99 (14 percent more revenue), because we had to cut our volume 
by over 1 million. Because volume of letters mailed dropped 1,041,269, 
or 24 percent. 


~ 
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Obviously this reduction in pieces mailed resulted in reduced num- 
bers of orders obtained and a consequent reduction in total circulation 
of the magazine. 

The propos ed rate of 2 cents per piece minimum would cause still 


further reduction in our use of mailing lists. This rate would force 
us to lower circulation levels, probably lower advertising volume, and 
a consequent reduction in total volume of business. That in turn 


would necessitate reduction in the total number of our employees. 

The present third-class rate is 14 cents per pound with a minimum of 
114 cents per piece. Our mailings average 30 gi es tothe pound. So 
instead of 14 cents, we are actually paying 45 cents a pound. This 
mail must be tied in bundles of 10 pieces doe each destination post 
office. It must be sorted, sacked, labeled by States and terminals. It 
is delivered to the mailing post office ready for weighing and loading 
in the rail cars. There is no handling of individual pieces at the 
mailing post office. 

We do not believe that cost ascertainment reports of the Post Office 
Department gave adequate consideration to pounds versus pieces, to 
the tremendous amount of extra work done by the mailer in preparing 
third class, nor to the deferred service which it receives. If these 
items were properly evaluated in the accounting system of the Post 
Office Department, we believe that third class would be paying its 
way at present rates. 

For m: ny years prior to 1952, the minimum per piece charge on 
bulk rate third class was 1 cent, or 33 percent of the first-class per 
piece rate of 3 cents. The present bulk rate third-class minimum of 
114 cents is 3714 percent of the proposed 4-cent minimum on first 
class. Consequently, the historical differential between bulk rate 
third class and first class would not be fully restored by holding the 
former at 114 cents and increasing first class only to 4 cents. You 
would have to go up to 414-cent rate on the first-class mail to restore 
the old:3-to-1 differential. Certainly there is no justification for rais- 
ing bulk rate third class to 2 cents until such time as there may be 
need to raise first class to 5 cents. 


SECTION 4. CONTROLLED-CIRCULATION PUBLICATIONS 


Three of our magazines, Hatchery and Feed, Better Farming Meth- 
ods, and Poultry Processing and Marketing, are mailed at controlled 
rates. 

_ The present annual postage cost for these 3 publications is $19,- 

393.30. At rates proposed in H. R. 6052 this cost would go up to 
$9: 3,271.96, an increase of $3,878.66 or 20 percent. 

Our 3 controlled public: tions already are paying 10 cents per pound 
against an average for our second-class public ations of 3.2 cents per 
pound. 

If I were to place before you copies of our 3 publications which are 
mailed under second-class rates and copies of the 3 which are mailed 
under controlled rates, and if I were to remove the pages on which 
the postal entry appears, I do not believe any of you could deter- 
mine which were second class and which were c ontrolled. Editorially 
each of the six is rendering a valuable service to its readers. Each 
one contains approximately 60 percent advertising and 40 percent 
editorial content. 

36316—53—vol. 2—16 
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The major difference is that the second-class publications go only 
to paid subscribers, while the controlled publications reach their read- 
ers free. There are economic factors in the publishing business which 
determine why we haye 3 second-class paid magazines and 3 controlled 
free magazines within the same company. There is not sufficient time 
available to day to explain those factors. 

May I point out, however, that there is absolutely no difference in 
cost to the post office in handling magazines, whether they be second 
class or controlled. 

The difference in rates is then a penalty provision. How much 
penalty are you going to charge the free publication versus the paid 
publication? Should it be a ratio of 4 to 1, as it was prior to April 1, 
1952; 3 to 1, as it is now; or should it be only 2 to 1% We will not 
presume to answer that question. We think it possible, however, that 
a proper accounting of present revenue and cost on controlled publi- 

cations would reveal that they are paying their way at present rates. 
If so, no increase in rate would be justified. 

Now, to consolidate these comments on the first 4 sections of H. R. 
6052, I want to relate total postage costs to our ability to pay. 

Here is the annual Watt Publishing Co. postage cost by classes of 
mail. 

(The table is as follows:) 


Annual Watt Publishing Co. postage cost by classes of mail 


| 








| Atrates foi At rates 
Combined total for all 6 magazines prior to oe nt proposed 
Apr. 1, 1952 — July 1, 1954 

Ist class $11, 086. 48 $11, 086. 48 $14, 745. 00 
2d class 39, 939. 30 47, 929. 07 67, 860. 28 
3d class 50, 619. 51 55, 717. 29 | 74, 104. 00 
Controlled publications 19, 393. 30 19, 393. 30 | 23, 271. 96 
Total of above imeceet eteenda "121, 038. 59 134, 126. 14 179, 981. 24 


The increase in costs 


Amount of 
increase paid 
now com- 


Amount of 
increase pro- 
| posed July 


Total in- 





pared to Ya crease in 
rates prior 1, 1954 o, 27 months 
to Apr. 1, a. aaaet 
1952 present ra 4 
i ret 
lst class 0 | $3, 658. 52 | $3, 658. 52 
2d class $7, 989. 77 19, 931. 21 | 27, 920. 98 
3d class ix 5,097.78 | 18, 386. 71 23, 484. 49 
Centrolled publications ‘ Gini ‘ 0 3, 878. 66 3, 878. 66 
Total bi ni 2 . . 13, O87. 55 45, 855. 10 58, 942. 65 


Mr. Warr. The $13,000 additional we are now paying has come 
from our profits because we have been unable to pass that on to our 
customers and maintain volume, 

We are currently paying over $13,000 additional postage compared 
to the rates effective just 15 months ago. That amount has come 
directly from profits because we have been unable to pass it on to our 
customers in increased prices and maintain volume. 
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If we had been able to maintain the same volume, as the Post Office 
assumed we would on their rate projections, we would have paid an 
additional $15,000 third-class bulk-rate postage. The Post Office 
anticipated $28,000 in increased postage from our company but 
received only $13,000. 

An additional annual postage cost of more than $45,000 by July 
1954 would nearly wipe out all of our profits before income tax. It 
is greater than our current profits after income tax. 

So where does the Government gain if through increased postal 
rates it loses Federal income-tax collections ¢ 

While we are opposed to H. R. 6052, we offer these recommendations 
as partial solution of the perennial problem on postal rates: 

1. Increase first-class mail from 3 cents to 4 cents per ounce. 

2. No increase in second-class mail other than the 10 percent now 
scheduled for April 1, 1954. Eliminate present exemptions for non- 
profit organizations. 

3. Increase single third class to 3 cents for the first 2 ounces and 
eliminate exemption for nonprofit organizations. 

4. Establish bulk third-class rates (minimum of 200 pieces of 40 
pounds) at 12 cents per pound, with a minimum of 11% cents per piece. 
This rate to be uniform for all bulk mailing regardless of content of 
mail or identity of mailer. Eliminate exemption for nonprofit organ- 
izations. 

5. No increase in controlled circulation rates until a true account- 
ing of the revenues and costs, with proper consideration for deferred 
service, shows that there is a loss on this class of mail at present 
rates, 

6. Wait for further rate adjustments until a joint committee of the 
House and Senate determines what proportion of costs of the Post 
Office Department should properly be charged to the users of the mails 
and what proportion properly may be considered a service to the 
people to be paid by taxation. 

I may say in addition to that that it seems to us that it is a con- 
siderable economic waste for all of us to come down here every year 
or 2 years and for this committee to have these bills before it con- 
stantly. The objections are much the same year after year. Those 
of you who have been on the committee for years have heard these 
same objections over and over again. The Post Office Department 
presents always the cost-ascertainment report as the reason for the 
‘ate increase. Somewhere down the line it seems that somebody is 
going to have to determine how much of this cost is service to the 
people and make a definite bookkeeping item of that and say that is 
service, and that is that, and the balance we are going to charge the 
users of the mail. But not on the basis of all costs being allocated 
as is now done. 

The CHarrmMan. Thank you. 

Mr. Gross. As I understand it, you recommend an increase in the 
first-class rate. 

Mr. Warr. We do because we feel that second class has taken 30 
percent, or by next April second class will take 30 percent regardless 
of any action on 6052. Third class has already taken a 50 percent 
increase. Parcel post probably has taken 100 percent over the years. 
First class is the one class of mail which as taken no increase what- 
ever. 
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Mr. Gross. It still shows a profit, is that not true! 

Mr. Warr. It still shows a profit if you accept the cost ascertain 
ment report. Even taking the testimony of Mr. Stans before this 
committee, he admitted that the cost ascertainment report did not give 
any attention to the matter of deferred service. He said it was a rea- 
sonable allocation of revenue and cost. There is nothing in this cost 
ascertainment report that gets into the deferred service angle. 

Mr. Gross. Deferred service in first class? 

Mr. Warr. No. By deferred service, I mean there is nothing to 
reduce the allocation of cost on second or third because they get de- 
ferred service, which in turn would transfer more cost back to first 
class, and possibly there is not the profit on first class that the report 
shows existing now. 

Mr. Gross. In other words, then you want first class to pick up an 
alleged loss in any of the other classes 

Mr. Warr. We only would like to see a type of accounting which 
has been proposed many times before this committee called out of 
pocket costs whereby second, third and fourth in each case would 
pay their out-of-pocket costs of handling over and above the basic 
overhead which would go to first-class mail on the basis of the first 
class should stand the overhead. 

I realize it is a controversial subject. In our case we rely entirely 
on the mail to deliver our product. We have no newsstand sales. 
Every copy of our magazine goes through the mail. One item in cost 
ascertainment for 1952 shows $59 million of R. F. D. service or about 
a third of the total charge to second-class mail. If those R. F. D. 
route carriers did not carry a single piece of second-class mail, they 
would still get as much mileage allowance and their same salary and 
there would not be a penny saved to the Post Office Department on 
R. F. D. costs if second-class mail were removed. 

On the matter of educational values and deferred service and all 
of that, we believe that if the Post Office would come in here with that 
type of an accounting system of out-of-pocket costs against these 
other classes of mail, it is conceivable that present rates are paying 
their way. I realize that would mean sensible a billion dollars cost 
against first-class mail. It might show that first class is causing a loss 
of $500 million. We do not say that first class should double in price, 
but we do say that this committee or the House should determine what 
proportion of that cost then is service to all the people and should be 
considered taxable, the same as the cost of operating the Department 
of Agriculture, the Department of Commerce, or anything else. 

Mr. Gross. I agree with you on that point, but I do not agree with 
you in your advocacy of an increase in the first-class rate. 

Mr. Cote. May I ask percentagewise what is the percent of your 
first-class mail to the cost of your operation ? 

Mr. Warr. We spent last year $11,000 on first class out of a total 
of $134,000. It is less than 10 percent for first-class mail. 

Mr. Core. I notice that in your recommendations on third class 
you accept the reduction of 2 cents poundagewise. The present law is 
14 cents a pound or a fraction thereof. 

Mr. Warr. That is right. 

Mr. Coir. The present bill provides that be reduced to 12 cents a 
ound or fraction thereof. Would it not be agreeable with you to 
aes that at 14 cents and leave the other at 114 cents? 
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Mr. Warr. It would be. 

Mr. Core, Let me ask you this question : Do you use the permit? 

Mr. Warr. Yes. 

Mr. Cotx. Would it be agreeable to you to increase the cost of that 
permit from $10 to $25 a year? 

Mr. Warr. It would with one amendment, if I may offer it; that 
permit now pertains to every post office from which any company 
mails. Most of our mail goes out of our home office. When we rent 
mailing lists, as we do from m: iny different mailers, many of those 
companies will not release their list to us. We must mail from their 
office. We must in turn pay a $10 permit fee from each of those offices. 
So probably instead of paying one permit we are paying now, my 
guess is, at least a dozen or more permit points. 

Mr. Coxxr. Yours is a big operation so you can afford to do that, 
can you not, in order to get the benefit of that mailing list ? 

Mr. Warr. That is right. If the permit were put on the basis of 
each company, paying at its home office, 1 would not object to $100 a 
year permit. But if you pay $25 from each point, it would become 
quite a cost item for companies using possibly 100 different points. 

Mr. Coir. What do you estimate that bulk mail brings in in the 
way of first-class mail ? 

Mr. Warr. Depending on the percent return. 

Mr. Core. I mean with regard to your outgoing bulk mail. 

Mr. Warr. Depending on the list. We will get returns varying 
from 2 to 4 percent, depending on how good the list is. Some lists 
may pull only 1 perce nt, and some may go to 5 percent. Our-average 
is somewhere between 2 and 3 percent return. 

Mr. Corn. It has been testified here before this committee in the past 
that the bulk mail stimulates the use of the first-class mail. 

Mr. Warr. That is correct. 

Mr. Coz. That is what I am trying to determine in my question. 

Mr. Warr. It does; it is bound to. 

Mr. Lestnskr. Mr. Watt, I want to congratulate you for your 
thorough knowledge and understanding. I cannot agree with all your 
recommendations. I would like to ask you about one specific type of 
publication. You say you send out a free publication ? 

Mr. Warr. We have 3 paid and 3 free. 

Mr. Lestnsx1. Is that similar to the publication of the type that 
the insurance agencies, and so forth, put out? In other words, are they 
similar ? 

Mr. Warr. I am not familiar with the publications you are refer- 
ring to. 

Mr. Lestnsxt. I am talking about magazines like the AAA, and so 
forth. 

Mr. Warr. Those are house organs. No; these publications of ours 
are merchandising dealer books. Hatchery and Feed, for example, is 
a publication edited to help the poultry hatcher, feed dealer, and 
merchandiser to sell his product. We carry advertising, the same as 
any other books. 

Mr. Lestnsxt. The reason I asked the question is because in the 
last rate bill these people were given a thousand percent increase in 
their mailing oot a wondered if you were affected the same way. 

Mr. Warr. We are already paying 10 cents a pound, and this bill 
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would increase it to 12. It is only a 20-percent increase as far as the 
controlled publications are concerned. 

Mr. Lesinskt. In other words, the parallel is not there. 

Mr. Warr. No, not with that type of publication. 

‘The CHarrman. Mr. Moss will inquire. 

Mr. Moss. As I understand it, you feel that the cost-ascertainment 
system is not a good device to use in setting rates ¢ 

Mr. Warr. That is correct. 

Mr. Moss. You would attack it? 

Mr. Warr. I would attack it as a ratemaking basis. 

Mr. Moss. And the conclusions reached by the Department in these 
recommendations you would attack for the same reasons? 

Mr. Warr. May I amplify that comment, please? Much of the 
poultry that is sold today in the larger supermarkets in the city is sold 
as cut-up chicken. On a per piece basis, probably the breast of 
chicken is just as expensive to produce and cut and deliver to that 
retail market as is the neck or back, but the buyer pays a much higher 
price for the breast than he does for the back or the neck. 

Mr. Moss. He has a choice. 

Mr. Warr. That is correct. 

Mr. Moss. That matter of choice is not present here, however. 

Mr. Warr. That is right. 

Mr. Moss. In your testimony you made some recommendations for 
rate increases. 

Mr. Wart. That is right. 

Mr. Moss. On what did you base those? What type of cost ascer- 
tainment did you base those recommendations on? Why would they 
be more valid for this committee to consider than recommendations 
based on a cost ascertainment which has been presented to this com- 
mittee as being a sound system ¢ 

Mr. Warr. The ones I presented were purely on the basis of equal- 
izing the percentage increase across the board, regardless of cost or 
present revenues or allocations—purely an equalization of percentage 
of the rates. 

Mr. Moss. Do you think that would achieve an equitable distribu- 
tion of costs among the various groups of users? 

Mr. Warr. It would not change the distribution cost at all. 

Mr. Moss. It would just perpetuate any inequities that might exist 
at this point. 

Mr. Warr. It would perpetuate any inequities in cost. All I am 
talking about is uniform increasing of revenue percentagewise. 

Mr. Moss. In your statement you said that the problem before this 
committee, one that has been with us for many years, is a determina- 
tion of the extent to which the postal service is a service and not a 
business. 

Mr. Warr. Yes, that is correct. 

Mr. Moss. When we have made that determination, the amount 
which is fixed as service costs, in your opinion should that be a charge 
against the general funds of the Government or against the postal 
users ! 

Mr. Warr. The general funds of the Government, the same as the 
Department of Agriculture. 
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Mr. Moss. On any ascertainment we have here—and I have seen 
nothing other than an opinion to disqualify the validity of the 
figures—first class is a profitmaking class of mail. 

Mr. Warr. I do not agree with that, but it is a matter of record. 

Mr. Moss. So for the purpose of this hearing we could assume on the 
Department’s own figures that it is a profitmaking class of mail. 

Mr. Warr. Based on the present cost-ascertainment report it is, but 
that report gives no recognition to deferred service on second- 
third-class mail, and how much those costs should be reduced. 

Mr. Moss. As I understand, it took into consideration the time each 
employee spends on them. You said if we discontinue first, second, 
third, and fourth on R. F. D. routes that they would still have to have 
service. Would that not be equally true if we discontinued first class 
and served the other classes on R. F. D.? As TI recall, the R. F. D. 
system in this country was established a number of years after we 
established the second-class mailing privileges. I imagine it followed 
by some 25 years or more. 

Mr. Davis. It was established in 1895. 

Mr. Moss. Some time around the turn of the century, and I think 
the second-class privilege was established before that. I do not think 
we ‘are on sound ground to assume that R. F. D. was established to 
serve first-class mail users. I am completely in accord with your 
feeling that we should determine the distribution of costs, but I am 
very strong in my belief that we should not have the first-class mail 
user underwrite the postal deficits. If they are as a result of policies 
of Congress, policies followed historically by the Government, then I 
think those deficits should be recognized as subsidies or as service costs 
just as We recognize the costs of any other department of government. 
We should not compound these inequities by continuing to increase a 
class of mail which on the only figures we have available, which are 
substantial, produces a profit. 

I do feel we should, before we make any adjustments, try to 
determine the extent to which the Post Office Department is a service. 
Until we do that, I do not think we can do a sound job of making rates. 

Mr. Warr. I agree with that. 

The Cuatrman. Mr. Dowdy. 

Mr. Downy. You have stated that your circulars are mailed out 
under the third-class permit and bring you 2- to 3-percent return. 
That would be an average. 

Mr. Wart. That is right. 

Mr. Dowpy. There has been a great deal of talk and probably you 
talked about it some, about diminishing returns. Do you not think 
that point of diminishing returns w ould be ¢ applicable there whenever 
you raised the first-class rate 3314 percent, and those people that are 
answering your ads would be affected ? 

Mr. Warr. We pay that also because on all of our mail we use 
business reply envelopes which takes a penny extra for the first-class 
rate. If first class goes to 4 cents, the business reply would be 5. So 
we are paying not only the third going out, but all of the first class 
coming back. 

Mr. Downy. Mr. Moss got into a question that I intended to ask you 
about. You suggested charging all the expense of the post-office oper- 
ations to first-class mail and just paying out-of-pocket expenses by the 
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other users. That is a knife that would cut both ways. Would you 
recommend charging all the expense to some other class and letting the 
first-class users pay the out-of-pocket? Do you see the point I am 
making ? 

Mr. Wart. The reason that suggestion has been made so many times 
is that the Post Office does have a monopoly on first-class mail. It 
does not on these other classes of mail. There are other substitutes of 
delivery available. 

Mr. Downy. If there are others cheaper, you can use it. 

Mr. Wart. It is available to other types of publishers but it is not 
to us, because we must reach that farmer. There are magazines today 
in millions of copies which are not putting a single copy into the mails 
because they can deliver cheaper. There are store-distributed maga- 
zines selling 4 million copies monthly, not a copy of which goes through 
the mail anywhere. It is delivered by railroad to the warehouses, by 
truck to the store, and everything, and there is no second class and 
no mail paid on them at all. 

Mr. Downy. That gets to another point, now. 

Mr. Warr. Why are they going the other way unless they can do 
it cheaper than through the mail ? 

Mr. Davis. Would you give us the name for the record of some of 
these store-sale publications ? 

Mr. Warr. One publication which is printed in the same commu- 
nity, Mount Morris, as our publication, is a magazine known as 
Family Circle, which has a circulation of 4 million copies monthly, 
not a single copy of which goes through the post office. 

Mr. Davis. Do they not have one called Women’s World ? 

Mr. Warr. Women’s Day is another. These magazines bypass the 
post office completely. 

Mr. Downy. They are sold to a grocery chain. 

Mr. Warr. Yes, and they reach the stores through private trans- 
portation. 

Mr. Downy. You mentioned the fact that you had to get the farm 
subscribers. You had a complaint about having R. F. D. in this 
country. How many of your subscribers would you lose if you did 
not have rural free delivery to make the deliveries for you? 

Mr. Warr. About 60 percent of your subscribers live on rural free 
delivery routes, and about 40 percent do not. There no longer is a 
common denominator between R. F. D. routes and farms. There are 
714 million R. F. D. boxes in the country and about 5,300,000 farms. 
We have a lot of people in R. F. D. boxes who are not farmers, and a 
lot of farmers not on R. F. D. routes. We must get their addresses 
and solicit by name. 

Mr. Dowpy. It is valuable to you that we have R. F. D. routes. 

Mr. Warr. Definitely. 

Mr. Dowpy. You would not suggest, would you, that the Post Office 
Department eliminate all other classes of mail except first class for 
3 or 4 or 5 years to see what the cost is to deliver first-class mail? 

Mr. Warr. Just put us out of business. 

Mr. Downy. You would not suggest that; would you? 

Mr. Watt. That would be a rather radical suggestion. 

Mr. Dowpy. That would be actually the only way to establish the 
cost that you are insisting upon. 
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Mr. Warr. My point is that it should be possible to devise a type 
of accounting system whereby they compute the extra cost after the 
first-class costs are charged against them. That would find out what 
the costs were to handle second and third. 

Mr. Dowpy. The only way to get the actual costs would be to elimi- 
nate all the othe T's, 

Mr. Wart. Price Waterhouse made an estimate of $32 million, and 
the Postmaster General made an estimate of $95 million a few years 
ago. 

Mr. Downy. Your suggestion was to raise from 3 to 4 cents the first- 
class mail purely because there had been a percentage raise in the 
other classes of mail. Do I understand it would be your intention to 
penalize the first-class users, the mothers and fathers that want to 
write their sons and the sweethearts that want to write one another, 
jus because some time in the past the Government has undertaken to 
carry these other classes of mail for less than what it cost ? 

Mr. Wart. I do not think they would be penalized. 

Mr. Dowvy. Now it is a little nearer to the cost of carrying them. 
You want to penalize the first-class letter writers, and put a tax on 
them to pay for the losses of the other mail users. 

Mr. Warr. I do not think they would be penalized. 

Mr. Downy. From the figures we have they are paying their way 
and more, too. 

Mr. Warr. Again based on the report as it stands. 

Mr. Dowpy. That is what we have to goon. It is all we have to go 
on. I believe that is all, Mr. Chairman. 

The Cuarman. Mr. Hagen. 

Mr. Hacen. Will you repeat the statement you made about a firm 
called Price Waterhouse ? 

Mr. Watt. Price Waterhouse a year or two ago made a statement 
that the out-of-pocket cost on second-class mail was only $34 million. 
The Postmaster General, I believe, at that time made some comment 
about $95 million. 

Mr. Hagen. Mr. Watt, as I understand your testimony earlier, did 
you indicate that the increased rates will not bring increased revenue ! 
‘As a matter of fact, the increased revenue was much less than the 
estimated amount. 

Mr. Warr. Instead of getting 50 percent increased revenue, it 
brought only 14 percent, because we reduced volume. 

Mr. Hacen. I have a letter from a printing company in Minneapo- 
lis; they make this statement, and I want to get your reaction to it: 

Therefore, instead of increasing the total revenue of the Post Office Depart- 
ment, an increase in third-class rate will result in less volume of third-class 
mail, but this increase in volume will not enable the Department to propor- 
tionately reduce costs. The net result could very well be a still greater deficit 
by the Post Office Department. 

Mr Warr. I think that is possible. I agree with that statement. 
It has been serious enough from one cent to one and a half, and 
if it goes to two it will be much worse. 

Mr. Hacen. Experience we have had in the past might substantiate 
this sort of contention. Thank you. 

Mr. Gupser. What do you mean by out-of-pocket costs specifically ? 

Mr. Warr. Cash expenditures for handling those classes, assuming 
that basic overhead is charged against first class. 
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Mr. Gusser. In other words, you are going on the assumption that 
second, third and fourth class should not carry with them the obliga- 
tion carried by first class as to the proportionate share of the over- 
head. 

Mr. Warr. That is correct. 

Mr. Gusser. In other words, you believe all the overhead should be 
carried by first class ? 

Mr. Warr. No. I say it could be charged to first class and then 
they could high spot how much should be put against taxation on the 
general service basis. If that were done, my guess is that you would 
find a $500 million deficit on first-class mail. Obviously you cannot 
raise first class that much. You might decide that three or four 
or five hundred million ought to be the service price of the Post Office 
Department, and take it out of the postal accounting and make it a 
tax item. 

Mr. Gupsrer. That would be a very interesting accounting device to 
use. I wish I could use it in my business, and just charge all the 
overhead against something else. I cannot get away with it. 

Mr. Moss. Would that not be comparable to General Motors charg- 
ing all of the more or less fixed overhead costs against Chevrolet and 
subsidizing Cadillac? 

Mr. Gupser. Exactly. 

The Cuarrman. Thank you, Mr. Watt. 

Mr. H. E. Harris, of H. E. Harris & Co. of Boston, Mass. 

Mr. Dowpy. While he is coming around, I have some figures that I 
asked for from the witness for Meredith Publishing Co. 

The CHoamman. Very well. 

Mr. Downy. I have not added them together, but I asked Mr. Mere- 
dith the net earnings after taxes. I have net earnings as $2,938,616, 
and the Federal and State income taxes of $4,478,333. 

The CuamrMan. Thank you. Mr. Harris has submitted his state- 
ment, and without objection it will be placed in the record at this 
point, and copies furnished for the members of the committee. 

(The statement is as follows: ) 

H. E. Harris & Co., 
Boston, Mass., July 28, 1953. 
Hon. Epwarp H. REEs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Str: I would like to present the following facts and figures concerning 
the disastrous results to my business in connection with the passage of pending 
legislation on postal increases, on H. R. 6052: 

1. We are heavy users of first-, third-, and fourth-class mail, almost evenly 
divided among all three classifications. 

2. Partly because of the two increases made last year in third-class mail, my 
percentagewise net profit for 1952 was the smallest since I first started in business 
nearly 35 years ago 

3. My total sales for 1952 were $1,824,057.64: net profit was $44,667.24, or 2.45 
percent before taxes. These figures do not include any salary whatever for me, 
as operating manager on a full-time basis; and they do not include any interest 
on my large capital investment. ‘ 

$. Partly as a result of third-class rate increases made last year, and in antici- 
pation of parcel post increases to take effect next October, I have already been 
obliged to cut my staff from 315 to 223 employees. 

5. During the past couple of years, I have done everything I could to improve 
efficiency and to cut operating expenses in all possible directions. I am quite 
powerless to prevent the steady and continuing pressure of wage and salary 
increases, for which I obtain nothing in the way of increased production. 
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6. My postage expenditures for 1952 amounted to $87,596.52. On the basis of 
the proposed postal increases, plus the increased parcel post rates, | would be 
operating next year under an increased postal expense of about $28,000; which, 
in turn, would reduce my net profit nearly two-thirds—almost to a point where 
it would not pay me to run the risk of continuing to stay in business. I have 
already raised my selling prices to the jimit, during the past year and a half—so 
there is no relief whatever in sight from this angle. In any event, I would 
certainly be obliged to abandon several of our most important operations, which 
would result in the reduction of our staff to a fraction of its present size. 

If you wish to verify the aforementioned figures, I will gladly send you a 
photostatic copy of my 1952 Federal income tax report, which tells the whole 
story as reported above. 

Respectfully yours, 
H. E. Harris & Co. 


JAMESTOWN STAMP Co., 
Jamestown, N. Y., July 22, 19538. 
Hon. EpWARD REEs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Deak Str: I am writing to you for consideration on the unfortunate effect the 
new bill to raise postage rates would have on my business. 

In the last 12 years I have built up a mail-order business, selling postage 
stamps to stamp collectors. At the present time, our annual volume is approxi- 
mately a quarter of a million dollars, and we employ 50 to 75 people, depending 
upon the season. We use first-class mail almost entirely. Based on last year’s 
figures, an increase to 4 cents an ounce for first-class mail alone would raise 
our postage bill $984 per month. This would practically destroy my incentive, 
for the earnings would not be worth the effort. The net profit last year, before 
taxes, was less than 8 percent, from which I obtained my income. 

The only alternative I would have, would be to reduce the size of my business 
to 8 or 10 employees, and handle only our better-grade accounts—which would 
be disastrous to me and unpleasant for my employees. I imagine this situa- 
tion would be magnified a great many times throughout the country in many 
kinds of businesses. 

I respectfully ask for your consideration and wish to thank you for your time 
and trouble. 

Respectfully yours, 
M. W. Parrio. 


LiTtTLeTON Stamp Co., 
Littleton, N. H., July 21, 1958. 
Hon. Epwarp H. REEs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

DEAR CHAIRMAN Rees: I am firmly opposed to the passage of H. R. 6052 which 
would put into effect a 33144-percent increase in first-class postage rates. Let me 
briefly tell you why: 

During 1952 I spent for postage in my mail-order business $70,154. Of this 
amount $62,586 was for first-class postage. If H. R. 6052 with its 3314-percent 
increase had been in effect in 1952 it would have meant an increase of $20,862 in 
my postage expense. My current postage expenses are running the same as in 
1952. 

My net profit in 1952 was $28,000 before taxes, and this year my net will be 
about the same. So an increase of $20,862 in postage expense would leave me 
with about $7,000 in profits. This $7,000 would have to provide me with a living, 
pay my taxes, carry and help retire my capital indebtedness of approximately 
$150,000, and give me a reasonable return on my investment. 

I am sure that you can see that $7,000 won’t stretch that far and will under- 
stand why the proposed increase would force me to liquidate and get out of 
business. I’ve worked desperately hard since getting out of service in 1946 to 
build up this mail order business and now have 50 employees with an annual 
payroll of well over $100,000. This payroll is an important factor in this small 
New England town. 

It is true, I believe, that the Post Office Department’s own figures prove that 
a 3 cent first class rate more than pays for handling first-class mail. I am thus 
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paying more now than it costs to handle my mail. I see no reason why I, one 
businessman, must be penalized so that another businessman may be subsidized. 
Believe me I find it difficult enough as a small-business man to keep my business 
running profitably as things now are without being forced to make an annual 
“gift” of $20,000 Loward the reduction of the post office deficit. 
Sincerely yours, 
LiTTLETON STAMP Co., 
F.. MAYNARD SUNDMAN. 


STATEMENT OF RAYMOND V. MCNAMARA, PRESIDENT OF THE NATIONAL ASSOCIATION 
OF POSTMASTERS OF THE UNITED STATES, HAVERHILL, Mass. 


The National Association of Postmasters of the United States, representing 
postmasters of all classes, endorses H. R. 6052, a bill to readjust postal rates 
with certain reservations regarding section 7, paragraphs (a), (b), and (c) of 
that bill. 

We are concerned with section 7, which provides that postmasters’ salaries 
are to be determined on a basis of 85 percent of the gross receipts in lieu of 
100 percent prese ntly applied, and would deny fourth-class postmasters the com 
mission of 3 cents per money order now in effect. Since the objective of the 
bill is to increase postal rates, we are sure it is not the intent of the committee 
to reduce compensation presently applying to postmasters. There is grave 
doubt in the minds of our association regarding the effect of these two provisions, 
since it is our belief that a reduction in salary for some of our postmasters will 
ensue unless some safeguard is provided in the bill itself, which will be a guar- 
antee against such a reduction. 

Therefore, we respectfully request the following amendments be made in 
section ¢: 

Paragraph (a) of section 7 to be amended by the addition following the words 
“annual receipts of such offices” (on line 8) “provided that nothing contained in 
this section will be applied to reduce the present rate of compensation of post- 
masters or other employees.” 

Paragraph (b) of section 7 to be amended following the words “gross receipts” 
(in line 18) by the addition of “and of any other office such amount as will 
prevent a reduction in compensation as a result of the provisions of section 7 (a).” 

It is requested that paragraph (c) of section 7 be deleted in its entirety. 


“ 


Mr. Moss. Mr. Chairman, I wonder if I might inquire as to how 
long the committee intends meeting? 

The Cuarrman. I would like to move along with a few of the people 
who are from out of town if I can. 

Mr. Davis. Mr. Chairman, I think it is nothing but reasonable to 
bring this session to a close. We came here at 9: 30 this morning, and 
we came back here at 7 o’clock. I signed my mail over in the dining 
room. I have not even read the paper today yet. I have to get a 
little sleep tonight. I do not know what time you expect to come here 
tomorrow morning, but I think we ought to have some reason about it. 

Mr. Coir. Mr. Chairman, I have a Missourian that has come a long 
way totestify. He must leave tonight. He has told me that his state- 
ment would be about 5 minutes in “length. I would like to ask that 
he be heard before we recess tonight. 

Mr. Moss. Mr. Chairman, I would like to suggest that upon the con- 
clusion of this witness’ testimony we adjourn until tomorrow. 

The Cuamman. Mr. Paul C. Stark is the next witness. 


STATEMENT OF PAUL C. STARK, VICE PRESIDENT, STARK BROS. 
NURSERY & ORCHARDS CO. 


Mr. Srarx. Thank you. 
Mr. Coxe. Mr. Chairman, I might say Mr. Stark is a brother of the 
former Governor of Missouri, Lloyd Stark. 
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Mr. Srark. Mr. Chairman, I appreciate your situation. Iam going 
to do this in 5 minutes. I am speaking for my company and repre- 
senting the National Mail Order Nurserymen’s Association. 

On account of the shortness of time, before this hearing, it has been 
ree le to gather up-to-minute statistics from other members of 

. the National Mail Order Nurserymen’s Association. However, I have 
had recent conversations with other members and I believe that their 
experiences in the past 2 years have been quite simi ilar to my own 
company’s experience. These mail-order nurseries who largely de- 
pend on the United States mails to reach their prospective customers 
to close their sales and ship their products, have been very hard hit 
by the big increases in postal rates over the past few years. 

The constantly increasing costs of use of the mails to secure business 
has been an important factor in causing small profits or losses by 
nurseries doing this type of business. 

This situation is becoming even more serious as we turn toward 
a buyer’s market where sales are more difficult to make and compe- 
tition is keener. This is especially serious to the mail-order nursery- 
man who must depend on his literature to contact his prospect instead 
of having the personal ability of a salesman to close the sale. 

With the outlook for downward trends of income for the farmer 
and other sectors of the buying public, and with many increased costs 
of doing business, it is very difficult for the nurseryman to show a 
profit. 

The proposed increase in first-class rates will be an added burden, 
but the increase in third class is particularly serious, not only to the 
nursery business but to the entire national economy. 

Our company and many other mail users depend on third-class mail 
to create business. When sales are more difficult to secure, as at pres- 
ent, the usual practice in the past has been to make stronger effort 
with increased use of third-class mail and the use of lists of marginal 
value. With the increased cost of the last 50 percent increase in third 
class, we were forced to materially cut down the total number of third- 
class material used. If this new proposed increase in third class is 
put into effect, it will force us and others to further curtail our use of 
third-class mail. This will mean less business for us and other mail 
users and a serious loss of business for the Post Office Department. 

As a specific example, our company also uses third-class mail to 
secure prospective salesmen. ‘Two years ago we mailed to 2,000,000 
names, but after the 50 percent increase in third class went into effect, 
we reduced this to 1,500,000 a reduction of 25 percent. Similar reduc- 
tions were made in other mailings to prospective customers. 

Our plans and commitments have been completed for this coming 
season and if this hurried increase in postal rates takes effect, it wil 
cause serious loss to many companies, including our own. 

Our sales are already showing a loss as compared to last ye: % due 
to the slowing up of business from the buying public. We believe 
the unsettled conditions of world and domestic affairs and the reduced 
income of many citizens present a very critical and serious situation. 
The discouragement to mail users resulting from these proposed dras- 
tic increased third-class rates, and the resulting decreased business 
and decreased profits, could be an important factor in a serious business 
slowdown, or worse. 
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We strongly urge that these proposed increases, especially in third 
class, be postponed until fuller understanding of our present and near- 
future business conditions can be fully evaluated. It is dangerous 
to do anything that will “rock the boat” of our economy at this 
precarious time. 

Mr. Chairman, I want to emphasize just 1 or 2 points, and that is 
from the standpoint of small business. They have had a pretty tough 
time and are faced with even a more serious time with the mounting 
costs. They have not had a chance to build up their reserves. 

I also want to emphasize this factor of the economic result of dis- 
couraging smal] business and other business from going after business 
in a time of difficult sales. 

Personally, I think we are headed for trouble unless we are very 
careful. We do not want to do anything unnecessary if we can get 
away from it to start something that might start a downward spiral. 
I do not want to take any more of your ‘time. I will answer any of 
your questions and I do appreciate very much your allowing me to 
make this brief statement. 

The Cuatrman. Thank you, Mr. Stark. 

Mr. Arthur P. Lawler, vice president, Street & Smith Publications, 
is here and due to the time has asked to present his statement for the 
record. His statement will be inserted at this point. 

If there are no questions, the committee is recessed to reconvene 
at 9:30 tomorrow. 

(Thereupon, at 10 p. m., a recess was taken until Friday, July 24, 
1953, at 9:30 a. m.) 


STATEMENT OF StreET & SMITH PUBLICATIONS, INC. 


My name is Arthur P. Lawler and I am vice president and secretary of 
Street & Smith Publications, Inc. The company publishes at the present time 
Mademoiselle, Charm, Living for Young Homemakers, Air Trails, AStounding 
Science Fiction, Air Progress, Football Yearbook, Baseball Yearbook, and Air 
Trails Model Annual. In 1952 these books had a total circulation of more than 
23 million copies. 

Next year Street & Smith will celebrate its 100th year of publishing under 
the original family ownership. At one time the company specialized in pulp 
magazines and most of you will remember reading as youths such magazines 
as Horatio Alger, Frank Merriwell, Buffalo Bill, and thousands of other Street & 
Smith titles. About 1935 the company entered the so-called slick field with 
Mademoiselle, a fashion magazine for younger people, offering smart clothes at 
moderate prices. This was followed in 1941 by Charm, a fashion-service maga- 
zine for women who work, and in 1947 by Living for Young Homemakers, 
specializing in the volume home and home-decorating field. Street & Smith would 
be classified as a medium-sized publisher with gross revenues during 1952 of 
$10,800,000. 

Unfortunately, the publishing business is never static. Even though a com- 
pany’s magazines are leaders in a particular field, competition is always present 
and funds must be constantly spent to improve and promote the product; also, 
public taste changes and a company must be always exploring new or related 
publishing fields for possible additions to its line. 

Let us translate these generalities into dollars and cents to give you an overall 
view of the publishing business. Let us go back 5 years. In 1947 Street & 
Smith before taxes earned $1,500,000, in 1948, $215,000, and in 1949, $91,000. 

The company suffered a heavy loss in 1950 and again in 1951 despite increased 
revenues of $1,100,000 in the latter year. The 2-year losses in 1950 and 1951 wiped 
out the net profit before taxes earned during the 4-year period 1947-52. 

What happened between 1947 and 1952? Nothing unusual to those engaged in 
the publishing business. Street & Smith went through one of those business 
cycles which inevitably strikes any company in this highly competitive business, 
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New magazines entered the fashion field and competition for the advertising 
dollar became more intense than ever before. However, the most significant 
factor which contributed to the company’s losses was the phenomenal! decrease in 
fashion advertising pages in the 5 fashion books, from 13,330 in 1946 to 6,056 
in 1952—a drop of 7,274 pages, or 54 percent. 

In addition to the normal competition among the five fashion boks, the large 
mass publications launched a determined effort to secure fashion advertising. 
Also, the advent of television had an effect since the costs involved in its use 
precluded the use of our media. For example: one of the largest yarn and 
fabric concerns put on a half-hour weekly television show and discontinued 
advertising in both Mademoiselle and Charm, which had been carrying some 
24 pages from this concern alone. Color television, which now appears imminent, 
can only increase the competition from this medium. Also, rising manufacturing 
and sales costs in the apparel and related fields necessitated drastic cuts in 
their advertising budgets. ‘This has a particularly harmful effect on Street & 
Smith since 90 percent of its advertisers are small manufacturers with an annual 
advertising budget of less than $15,000. 

What is Street & Smith doing to combat this alarming trend? First, we have 
spent, and are continuing to spend, large sums from accumlated earnings to 
improve and promote our magazines. Through the hiring of a new editor we 
have changed the editorial concept of one of our fashion publications to serve 
the needs of the 19 million women who work. We reorganized and expanded the 
sales and circulation staffs. As the result of exhaustive studies we were able 
to effect large economies by utilizing new methods in the printing and production 
of our magazines. Secondly, recognizing the need for a publication to serve 
young people in the low-cost home-building and home-furnishing fields, the com 
pany launched Living for Young Homemakers. This had the added advantage of 
lessening our dependency on a single market and broadened the base of the com 
pany’s advertising potential. The launching of a new publication in these days 
of rising costs is a tremendous financial undertaking. To date we have invested 
well over $2 million in this publication and only during 1953 dp we expect to 
realize even a small recovery of our investment. We are fortunate as among 
new (and indeed, old) magazines, the mortality rate is heavy. Incidentally, this 
magazine now pays the post office some $70,000 a year in second-class postage 
along, with the amount increasing every year as the magazine grows. 

During this same period of 1947-52 all essential publishing costs continued to 
rise. Since January 1951 the payroll has increased 20 percent with no increase 
in personnel. Since the outbreak of the Korean war paper has risen 22% per 
cent and paper represents about 50 percent of the manufacturing costs of a 
magazine. The actual printing and binding costs have gone up some 8 percent 
since June 1950, and there have been even greater increases in materials, such 
as engravings, compository, photography, etc. 

The second-class postal rates have been raised 30 percent in three steps, which 
represented $19,700, the first year, $39,400 this year and $59,000 next year and 
every year thereafter. Though prospective in enactment these postal increases 
were retroactive in effect since they (or any other increases) apply to long-term 
contracts with our subscribers entered into before the increased rates went into 
effect. At present Street & Smith is committed to serve 6,400,000 copies to sub 
scribers. The second-class postage will have risen since 1951 from $171,000 to 
$230,000, Under the present law this $59,000 increase represents about 14 percent 
of the net profit before taxes in 1952. 

The new proposed second-class rate under H. R. 6052 will amount to an increase 
of $52,000 in its first stage and an additional $31,700 in its second stage, or 
about $85,000 yearly. This would represent a 70 percent postal increase since 
1951 in second-class rates and would be equal to 30 percent of the net profits 
before taxes in 1952. 

Of course, the company is a user of first-class and third-class postage which, 
under the proposed bill, would rise an additional 33% percent. This would add 
another $27,000 to the postage bill for a total increase of $112,000 in postage 
fees. We have already absorbed the 36 percent increase in fourth-class mail. 

The current paper and printing increases, together with the proposed postal 
increases, would wipe out 70 percent of Street & Smith’s net profit before taxes 
in 1952—our best year in respect to earnings since 1947. 

What are the prospects for 1953 in regard to earnings? Our books indicate our 
earnings for the first 6 months of 1953 will be slightly ahead of the same period 
last year. As a result of our past and present expenditures for promotion we 
were able to raise the advertising rates on Charm and Living for young home. 
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makers effective with the February issues of 1953. It should be noted that these 
rate increases were accompanied by larger circulation guarantees which, of 
course, are reflected in increased costs. Further rate increases do not seem 
possible in view of the very limited advertising budgets of the small manufac- 
turers who are our clients. You will note there was no increase in 1953 in the 
rates for Mademoiselle since we feel that the saturation point has already been 
reached. Nevertheless, we must continue to compete for the advertising dollar 
with all other media, including radio, television, and newspapers which are not 
effected by your postal proposal. Further it is important to point out that 
outside of advertising circulation provides the only source of revenue. We have 
already experimented to our regret with increased cover costs to newsstand 
readers. We could not maintain our circulation guarantees if we raised the 
single-copy price. Present subscription prices are the result of careful test 
mailings and, rather than increasing such prices, it appears some reductions may 
be necessary. 

In summary, our income prospect is limited, but our expense prospect has no 
boundaries. H. R, 6052 will take approximately 27 percent of the net 1952 profit 
before taxes and, although we are sanguine for 1953, it cannot amount to less 
than 20 percent of the coming year’s net profit before taxes. This is a period of 
great prosperity but in the company’s hundred years there have been lean years. 
While an increase in a single item of expense that would wipe out 20 percent of 
the net profit in prosperous times is frightening, in less prosperous times such a 
fixed charge could be catastrophic. 
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FRIDAY, JULY 24, 1953 


Hovsr or REPRESENTATIVES, 
Com™iItrer ON Post Orrice AND Ctv1L SERVICE, 
Wash ington, D.@. 
The committee met, pursuant to recess, at 9:30 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees (chairman) presidin 
The CuHairman. The committee will be in order. 
The Chair recognizes Mr. John Yeck, president of the Mail Adver- 
tising Service Association, from the State of Ohio, who has a some- 
what different statement, not quite a repetition of the other witnesses 
Now, you may proceed, Mr. Yeck. 


> 

> 
ar 
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STATEMENT OF JOHN D. YECK, OF YECK & YECK, DAYTON, OHIO, 
PRESIDENT, MAIL ADVERTISING ASSOCIATION 


Mr. Yecx. Thank you, Mr. Rees. 

Ladies and gentlemen, you have my statement in your hands. But 
at Mr. Rees’ request, I have cut it so that I can get to it considerably 
quicker. 

I will continue in the same pattern, but I may skip a paragraph 
here and there. 

The Cuarrman. We will listen to you anyway. 

I am president of the Mail Advertising Service Association. We 
also own a little shop in Dayton, Ohio. 

As president of the Mail Advertising Service Association, this is a 
voluntary position, I get no pay. We have about a thousand members, 
Our association is made up entirely of people who help others with 
direct mail, and naturally, our business each year can be greatly af- 
fected by postage rates. 

Now, all of us own independent businesses. A few of us perhaps, 
perhaps a couple dozen of the kind you have had here, handle millions 
of pieces of mail every year. 

Unfortunately, we do not have many members like that. Most of 
our members are quite small, Almost exactly two-thirds report a 
gross business of $25,000 or less a year, not including postage. 

Forty-five percent do less than $12,000, $12,500. They do work for 
the small-business man. 

Many of these smaller shops are one-man affairs. Many of them 
are husband and wife shops. 

Between these very small operations and two or three dozen big 
fellows, are the rest of us. You would call us small business. 

They do duplicating and direct mail for all kinds of and sizes of 
business. 
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People often get the idea that our association is made up of mail- 
order sellers, folks who complete the sale and get the money through 
the mail. That is not so. A very few of our members do sell by mail 
and, naturally, some of the people we help sell by mail, but not many. 
Most of our work is done to grease the wheels of the normal distribution 
process, to help the manufacturer, the wholesaler, the retailer. 

Growth in our business depe nds on one thing, doing a better job of 
planning and production than our customers can do themselves. Most 
people are born letterwriters and we have to prove we are better. 

Now, since an important part of our business is with the post office, 
we try to know more about it than anybody else in town, the post- 
master himself excepted. Our people are freque ntly the best friends 
of the post office, too. We know the regulations and follow them. 

On top of that it is only normal for us to want to cooperate. So 
we face mail, and box it, even when it is not necessary, and most. of our 
mail is metered. Larger shops bag mail when that is practical. 

All these things save time in the post office. You can see I am 
speaking as a friend of the postal system. It has been our biggest 
and best friend. Without its helpful attitude we would not be in 
business. 

The services we buy from the post office is every bit as important 
as the rates we pay. 

I wish I could tell you what every one of our members thinks of this 
bill. Icannot. All this has h: appened pretty fast. 

However, I have talked to or written to quite a few members, 
especially some of the little fellows, and some of them are scared. 
Most of them are open minded. Many of us—I, for one—do not know 
whether we should have higher postage rates or not. That may sound 
unusual, but you must remember that our members are all independ- 
ent businessmen, rugged individualists. 

To get into a business like this in the first place means you have a 
powerful hankering to be your own boss. Most of us started from 
scratch. Rule 1, we say, is: Be a darn fool. 

By and large, it is the night force at the post office that knows 
our members best. If we wanted Government handouts, or any- 
body’s handouts, we would pick a different business. 

Now, that does not mean that we think postage rates should go 
higher. We do not know. We surely do not want them to be any 
higher than they have to be. Why don’t we know? Because we do 
not have the facts. 

We do not have those facts for two reasons. First, we have no 
business collecting them. We could not afford it if we did. 

Second, we thought that Congress had finally decided to get the 
facts. The news that Senator Carlson was going to make a serious 
and comprehensive study of the postal situation was like a breath 
of spring. Maybe the House committee will act faster; you are closer 
to the people. 

I know that Mr. Murray had some good points yesterday. But the 
Carlson committee is all we have. 

Yet that committee is hardly at work when the Post Office De- 
partment wants to push some buttons and raise the rates, apparently 
on the basis of what the various classes of users will stand. 

We think that a congressional committee, the Carlson commit- 
tee, now is on the right track in searching the faets. We are not 
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any smarter than anybody else. To solve problems or make intelli- 
gent decisions, we need facts. 

The recipe for rabbit stew starts out, you will remember, first, catch 
your rabbit. The recipe for solving problems correctly has always 
been, first, get your basic facts. ‘ 

Everybody, including the Post Office Department, seems to think 
the present operation and rate structure of the Department is wrong. 
Changes based on “what the traffic will bear” can only make a wrong 
thing wronger. 

I do not know about this cost-ascertainment formula. I do know 
that if that cost-ascertainment formula is correct, then many people 
who are seriously and sincerely interested in direct mail do not under 
stand it because they really believe that it is based on the wrong pre 
mise, that ordinary business would not do it that way. 

And either the post office cost-ascertainments studies are wrong or 
their public relations are not complete. 

Public relations consist of doing two things, doing something good 
and letting people know about it. If they are doing something good 
with the cost ascertainment committee, they are not successful in 
really letting the people know about it. 

Well, no rabbit stew is worth a darn without the rabbit and no 
problem is solved correctly unless you start with the correct basic 
facts. 

With the Carlson committee’s facts in hand, both the MASA mem- 
bers and Congress will be in a better position to have a correct opinion. 

The most important thing is that you people have the basic facts 
and the advantage of them, since your decision is the only one that 
counts. 

So that is our first hope, since an exhaustive study of the facts is 
now being made by Congress, you will not make a decision to raise 
rates until you have the facts to base it on. 

I do not think that is unreasonable. 

I think a study of the facts made from outside the department is 
most important, too. I said MASA members were good friends of the 
post office. We are. Habits, regulations, and customs have left the 
post oflice with some great opportunities. There is room for improve- 
ment. The new Postmaster General has tackled this problem. He has 
made simple, effective changes that nobody ever thought of before. 

1 heard the postmaster in New York tell how they are experimenting 
with putting some mail bags in office buildings and they are going to 
speed up delivery by 24 hours in New York, sometimes 3 days across 
the ocean. 

But a simple example is form No. 3547. It tells the mailer when 
mail cannot be delivered to the addressee, and why. Obviously it costs 
more not to deliver mail than it does to deliver mail. 

So every time the mailer corrects his records, the post office gains. 
The Postmaster General has told postmasters the form is not being 
used enough or it is being incorrectly filled out. 

The postmaster does not fill out the card any more. He does not have 
to copy all that information from the envelope onto the card. He does 
not have to dispose of the mail. He just writes the reason for non- 
delivery on the envelope, one line, returns it to the sender. How 
simple. 
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But that ruling has saved thousands of forms, hours, and hours of 
copy time, and the postman actually does it much more often. 

So the post office has fewer nondeliveries. 

What made that ruling possible? Fresh eyes, outside eyes. You 
know the biggest and most efficient companies in the country hire 
outside eyes to look at their business and suggest improvements. 

That is what « study of the post office by a congressional commit- 
tee can do, to see things that have never been seen before. We have no 
idea what possibilities for changes they might find. We do know 
that Mr. Summerfield seems to know plenty of possible changes right 
now. 

I said [ had two major hopes. Here is my second. I should mind 
you of what I said in the beginning, that my business nowadays is 
not strictly direct mail. My brother and I provide sales and advertis- 
ing counsel to manufacturers, primarily. We work with manufac- 
turers to reduce their cost of distribution through better sales and ad- 
vertising methods. 

From that point of view my hope is that you will not sell American 
business short. Business is really a pretty good idea. We could not 
get along very well without it. You will not sell advertising short 
if you thoroughly understand advertising. 

Do not fret if I imply that you might not completely understand 
advertising. Most people do not. <A lot of advertising people do not 
understand advertising. You can tell that by the way they defend it. 
They say enlarging advertising expenditures adds only a little bit to 
the cost of the product. 

Did you ever hear them say that? Only a little bit, a fraction of a 
cent on a package of ¢ igarettes or two bits on a pair of shoes. Is that 
not silly? Who wants to pay even a little bit more in order to have 
advertising’ Nobody. Who wants to pay even a little bit more in 
order to sell a product? Nobody. 

Of course, the whole idea is cockeyed. 

Advertising does not cost money; it saves money. It is just like 
a fire department. Certainly we budget money, pay taxes, for a fire 
department, but if that fire department did not reduce our cost of liv- 
ing by cutting the cost of fires by more than the increased taxes, we 
would not have any fire department. 

We budget money in business for advertising, surely, but if we did 
not cut the cost of distribution by more than we spend for the adver- 
tising, advertising men would be out of business right across the coun- 
try. Who would want it? It is just that simple. 

Advertising exists only because it is economically valuable, because 
it saves more than it costs, because it saves money. 

Factories do not hum unless goods are sold. Sawing a woman in 
two is only half the trick—you have to put her back together again. 

And running those goods off an efficient production line is only half 
the trick—they have to be sold economically. 

You know, of course, what machinery has done to help make goods 
economically, to increase the standard of living by economical pro- 
duction. Have you ever thought what machinery has done to help 
distribute goods economically, 

Well, advertising in fact isa distribution machine, a selling machine. 
It helps a salesman sell more in a man-hour. Good advertising works 
just like a good piece of production machinery. It makes it pos- 
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sible to deliver goods to the ultimate consumer cheaper because it cuts 
the cost of selling. 

Now because good advertising saves more money than it costs, it 
improves the living standards. It has a cumulative, beneficial effect 
on prosperity. When used correctly, it has “leverage” in effecting a 
company ’s profits and a consumer’s value received. <A little helps a 
lot. 

You have mentioned the fact that an increase in postage bills will 


reduce the amount of money paid in income taxes. Mr. Bolton, I think 
you mentioned oO ly 52 percent of the income tax might be lost to the 
Government. 

Now, tha ony tr e if the ulvertising is no good. You see, good 
advertising increases profits by more than the cost of the advertis 
ing itself, or there would not be any bu ess 1D advertising. 


Direct-mail advertising more often than not is eood ad ertising. 
Mr. Crerecta. May I interrupt at this point? 1 understood that 
under the procedure these prepared tatements were voing to be viven 
to us and then there was going to be a brief summary by each of t! 
} 


; : ; ' 
witnesses, Here is a lV page Statement, whi h we certainly couid 


read without having it read to us here. It is voing to be inserted in 
the record. 


As I understand th > setup under the re rvanizatiol } lan, these tate 
ments are submitted to us and then a brief summary is made for us. I 
do not see any sense in taking up our time reading all these state 
ments we have here. 

The Cr AIRMAN, The gentleman is ‘orrect with respect to the Reor 


ganization Act. 

Mr. Crerecta. We are not getting any information on postal rates ; 
we are getting a course in advertising. 

The Cuatrrman. The gentleman might be able to get his message 
across to us 

Mr. Creretia. He has not only been reading his statement, but he 
is interjecting other things into it dealing with advertising and noth- 
ing dealing with postal rates. 

In the other House it was said that if these things continue as long 
as they do, they will have all of us in Bethesda. I do not want to go 
to Bethesda yet. It seems to me that we should have an abridge- 
ment of this thing instead of listening to an 11-page prepared state 
ment read to us. 

Mr. Gross. Mr. Chairman, with respect to the statements, let it be 
understood that some of these witnesses have had short notice to 
come in and testify, and came from distant points. They have had 
no opportunity to prepare statements for all the members of the com- 
mittee. 

We are holding these hearings under forced draft and some wit- 
nesses cannot comply with the Reorganization Act which the gentle- 
man quoted a moment ago. 

Mr. Creretia. Here is the prepared statement, so Jet us pretend 
the witness has done that. 

Mr. Gross. Let us keep the record clear for those who do not have 
prepared statements. We heard witnesses last night whose state- 
ments were not furnished to all the members because of the fact they 
were not notified in time so that they could provide extra copies. 
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Mr. Corz. The gentleman does not have a prepared statement, 
but he is making an excellent statement. I would hear him, too. 

Mr. Hacen. If you want to call on the Reorganization Act, the 
rule says our staff should prepare briefs for all these statements. 
1 do not think we have the time for that. I would not want to burden 
our staff with this requirement. 

Mr. Creretita. That I subscribe to. I do not happen to have any 
control over the staff, but I think I do have control over objecting to 
reading a statement. I can read it at my leisure without having to sit 
here 12 hours a day to listen to it. 

Mr. Yecx. I will try to make this brief. 

Good advertising that uses the mails is something to be encouraged, 
not discouraged. It is machinery that serves both the user of the 
machinery and public welfare. 

I say that about advertising because even after you get the facts, 
you still must pass a ratemaking bill, and I hope it does not tax 
business. 

You will notice I have tax in quotes. There is an important tax 
lacking in bad postage rates. It is a hidden tax. It comes from 
treating the post office as a public servant and then at the same time 
expecting it to break even or make money. 

Now, the post office is a public service. It should carry Government 
mail without making other departments lick stamps. It should give 
mail service to all communities in the United States. It should sell 
bonds and money orders. It should carry library books at a reduced 
rate. 

But when it does those things and charges the cost against the 
Department as a whole, and allows the work to be done in an ‘inefficient, 
time-consuming manner, and then wants the users of the mails to make 
the post office the only major service department to pay its own way, 
it is the same as a tax on the users. 

The Postmaster General says he wants to put the cost of the mail 
service where it belongs, he wants the user to pay rather than the 
public. I am sure that is all right, but what he may be suggesting 
is a tax on the users of the mails. Such a tax in my opinion will not 
be to the benefit of the country. 

I will skip the sum-up of this for you, and I will just say I think 
there are two important things the committee should seriously consider. 

First, whether you can ms ake a rabbit stew without rabbits: whether 
you can make an intelligent decision without the basic facts, and, 
second, whether there is not really a hidden search in this thing to 
distinguish between the public service of the post office and the use of 
it by business, a use by business which I think is definitely to the public 
welfare of the country economically. 

The Cuamrman. Are there any questions on my right? Are there 
any questions on my left? 

Mr. Hacen. Mr. Chairman? 

The Cuarrman. Mr. Hagen. 

Mr. Hagen. You say small business may be hurt more than big 
business by the increased postal rates as proposed in this bill ? 

Mr. Yecx. Yes; I do, for a couple of reasons. In the first place, 
the use of direct-mail advertising, with which I am most familiar, the 
postal bill of the small company is usually larger than it is for a larger 
company. I think you can understand why that is. 
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The local man attempts to do his advertising as inexpensively as he 
can, so he cuts down the cost of each individual piece to the bare 
necessity. 

The larger manufacturer or seller is more likely to be able to trace 
the results and sometimes a greater expenditure in advertising will 
get him better results and the postage-rate part of the bill is con- 
siderably smaller. 

Another thing that is peculiar, you talked about the possibility « 
eliminating some of the postal classes in order to find out what ne 
class would cost. This bill effective ‘ly eliminates one of those classes 
and that is the ordinary third-class local rate. It will not exist under 
this bill. It will be 3 cents. It will cost 3 cents for the smaller mer- 
chant to mail a piece, an ordinary piece of less than an ounce, third 
class. It will cost him 3 cents first class. Naturally he will want first- 
class service. 

So all of the local third class, the small merchant third-class mate- 
rial, within the post-office community, will be mailed first class. That 
will, of course, increase the first-class load on the post office, but the 
local merchant expects first-class service. 

Mr. Hacen. You indicated you represent about a thousand small 
business firms throughout the country. Are there more than that or is 
that about the full number? 

Mr. Yecx. These organizations are normally called letter shops or 
mailing houses. There are probably, the best we can figure out, some 
3,000. Most of those who do a significant business belong to this asso- 
ciation, but people operate letter shops literally out of their own 
homes. We cannot even get lists of many of them. 

Sut we think there are about 3,000. 

Mr. Dowpy. I have a question, Mr. Chairman. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. Mr. Yeck, I do not believe that this committee has had 
any testimony from any rate expert so far. Do you think that the 
committee couid write a rate bill without hearing some testimony from 
a rate expert ? 

Mr. Yrecx. I do not know, sir. This reference I made to the local 
third class makes me think that this bill could take some study. 

I do 1::0t see how that can be even the intent of the Post Office De- 
partment to create more local first-class mail when business is ordi- 
narily willing to let that go to delayed delivery time. I do not think 
that the Dayton postmaster wants it. 

Mr. Downy. Thank you. 

Tha is all, Mr. Chairman. 

‘The Cuatrman. Mr. Gross? 

Mr. Gross. On page 4 of your statement you say: 

Yet that committee is hardly at work when the Post Office Department wants 
to push some buttons and raise the rates. 

I should like to say to the gentleman that I have every respect for 
a Postmaster General, but I am one Member of Congress and this 
committee who does not propose to be a pushbutton for any depart- 
ment. 

Mr. Yecx. I did not mean to imply that. He did seem to put a bill 
together and want to get it through very promptly, from what I read 
in the papers. 
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Mr. Gross. Yes, I understand that. 

Mr. Creretta. May I ask Mr. Yeck one question, please ? 

The Cuarrman. Mr. Cretella. 

Mr. Crerecia. If after the study is made we have the rabbit for the 
stew, as you put it on page 4 of your statement, what would be your 
reaction then if that committee did recommend increased rates in 
postage ¢ 

Mr. Yecx. Sir, I cannot speak for the MASA at this time. I 
speak for myself. I have no objection. I would only put one pro- 
vision in that, that is, that you really give consideration to the public- 
feature service in considering those rates. By that I mean that you 
would not lump all third-class together, because much of it now is a 
public-service feature. I have no objection to the public service as 
Jong as it is recognized as a public service, of mailing charitable and 
fraternal organizations at a lower rate. That certainly is the privi- 
lege of Congress to decide to help those people. 

3ut if you do that, you should then consider that rate as 1 of 2 
things, either as the subsidized rate, a half cent less, that Congress was 
appropriating that much money to help those people—that is all—or 
as the correct rate. 

And if it turns out that that lower rate is the correct rate, then 
you are burdening business. 

Mr. Creretta. Burdening business because they have not paid their 
own way as far as postage is concerned ? 

Mr. Yrcx. Really, our people do not object to paying their own 
vay. They pay their own way everywhere else. 

We do not expect the envelope manufacturers to sell us envelopes 
at a cut rate. I really think if there is no other illustration, the illus- 
tration of the local third-class mail convinces me this is the bill with- 
out the rabbit. 

The Cuamman. Mr. Cole. 

Mr. Core. I was interested in your statement that this bill would 
prohibit the mailing of third-class matter locally. What is the basis 
for that statement ? 

Mr. Yecx. I do not mean it would prohibit it, sir, but it would 
eliminate the ordinary third-class mail. Most small businesses use 
third-class mail locally. They are satisfied. If you are running a 
clothing store, you are perfectly satisfied to have the news of your 
ad delivered a couple days later, if you are announcing a sale to your 
private customers. You know how it is, to get them in. 

You are willing for a day or two delay. 

Mr. Corx. This bill would not eliminate that, as I read the bill. 

Mr. Yecx. It does in this way: The man will not use it any more. 
The opportunity is there, a most of that stuff, almost all of it, weighs 
less than an ounce. Now, it can be mailed first class or third class 
under this bill for the same ae of money. 

No retailer is going to use third-class mail if he can use first-class 
mail without an increase. 

Mr. Coxe. There is nothing in here about a 3-cent minimum on 
third-class mail. 

Mr. Yeck. But there is a 3-cent minimum on first-class, too. 

Mr. Coz. There is no 3-cent minimum on third-class mail. 
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Mr. Yeck. The rates of postage on third-class mail matter shall 
be 3 cents for the first 2 ounces, or fraction thereof. That is the copy 
I have here. 

Mr. Coiz. That is on page 7 of the bill. 

Mr. Yecx. That is right. You may be referring to section 2, but 
that is for religious operations and there is also the 2 cents, the bulk 
rate which is lower, but these smaller people do not use the bulk rate. 
That includes a lot of work and lots of times they do not mail them 
out. 

The Cuarmman. Mr. Beard. 

Mr. Tipwett. Mr. Beard was here yesterday. He had to leave. 
He was ready to testify yesterday. So he asked me to read his state- 
ment. Now, I believe a copy of his statement has been submitted, 
but the one you have is slightly ditierent from the one he prepared 
after listening to yesterday morning's testimony. I have the copy 
here. There are only two copies. 

The Cuairman. Will you identify yourself? 


STATEMENT OF WILLIAM K. BEARD, JR., PRESIDENT, ASSOCIATED 
BUSINESS PUBLICATIONS, INC., AS READ BY WILLIAM P. TID- 
WELL, WASHINGTON REPRESENTATIVE OF ASSOCIATED BUSI- 
NESS PUBLICATIONS 


Mr. Tipweii. W. P. Tidwell. I am the Washington representa- 
tive of the Associated Business Publications, of which Mr. Beard is 
president. 

The CrarrmMan. Proceed. 

Mr. Tipwett. I wish to add, however, I will not be prepared to 
add any subsequent comments. 

The Cuarrman. All you want to do is to read the statement, is 
that it? 

Mr. Twwe tt. Yes, sir. 

The Crrairman. All right. 

Mr. Tipweti. I thought that would be a good plan, and I thought 
you might like it. 

The Cuarrman. Very well. We will listen to your statement. 

Mr. Tipweti. Mr. Beard’s statement says: 


I am William K. Beard, Jr., president of Associated Business Publications, 
Inc. ' appear on behalf of the members of this association in respect to 
H. R. 6052, a bill to increase postal rates. 

Associated Business Publications was started in 1906. Its current member- 
ship consists of 138 publications serving technical, industrial, professional, 
scientific, and merchandising fields. They are all entered as second class matter, 
since they meet the requirements of the law respecting such matter, including 
the basic requirement that they be issued to a legitimate list of paid sub- 
scribers. There are approximately 1,000 such publications issued throughout 
the United States. 

These publications reach highly specialized audiences and therefore have 
relatively small circulations, averaging less than 20,000 copies per issue and 
seldom exceeding 50,000. Nearly 100 percent of all copies are sent through 
the mails since it would be uneconomical to distribute papers of such highly 
specialized editorial coverage through newsstands; hence, they are entirely de- 
pendent upon the postal system for deliveries, 

These publications represent only about 5 percent of the total pieces of second- 
class mail but their impact on our national economy is enormous. They are 
the means by which the know-how of business, industry, and the professions 
are carried throughout the breadth of the land, and abroad, to persons vitally 
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interested in the subject matter. They are devoted to the dissemination of 
information concerning the latest methods, processes, and developments in 
industry and business and the professions. The part they have played and are 
playing in the development and improvement of the American economy is so 
well known that I need not dwell on this at length now. Suffice to say that 
without these vehicles of information and education as an adjunct to the suc- 
eessful functioning of our economy and our professions, it is problematical 
whether we could have reached our present position of leadership as an indus- 
trial nation. Hence any measures which would impair their effectiveness, such 
as a hasty increase in postage, would cause injury to our economy of far greater 
moment than the losses in our postal system. These postal rates could do just 
that and quite possibly result in losses to our economy as a whole far greater 
than the deficit in our postal system. 

Nearly all these publications are small enterprises having gross incomes much 
less than $250,000 a year, and net earnings under $25,000. They are widely 
looked upon as the chief means by which small-business men can keep abreast 
of significant developments in their fields. Thus, in some measure they can 
keep abreast of larger competitors who can afford extensive research depart- 
ments. The services of these publications are somewhat similar, though much 
broader in scope and service, to those of the Department of Commerce insofar 
as the Department undertakes to educate and aid business and industry in 
meeting their problems 

The services of that Department are conducted at a cost of many millions of 
dollars. This cost comes out of general funds and no one questions seriously 
that these Government expenditures are worthwhile and should continue. This 
same type of service is rendered by our publications and the cost to the Govern 
ment, measured in terms of cost in excess of postage, is relatively small, if 
anything 

We are not here primarily to oppose rate increases, as such. Our principal 
purpose is to express serious concern over What appears to us to be an unbusiness 
like and hasty approach to the problem of reducing the postal deficit. 

Our members are presently absorbing the snecession of 10-percent increases 
Voted in 1951. We endorsed the increases at that time with the understanding 
that no further boosts would be proposed until adequate studies had been made 
of the post office with a view to devising ways and means for eliminating waste 
and to develop sounder methods of establishing rates. 

A Senate committee is now making studies which it is hoped will answer many 
questions about the post office and will report in January 1954. These studies 
are extremely important as they may well lay the groundwork for a solution 
of the whole postal deficit by shedding more light on the very familiar problem 
of what portion of the postal deficit should be appropriated for as a service to 
the public and what portion should be absorbed by the users of the mail. 

Our business is to educate business so that it may become more businesslike. 
We say it is unbusinesslike to increase rates at this time before the essential 
facts relating to the post office are developed by the Senate committee. Pre- 
cipitous action in a matter of such importance could cause genuine hardship to 
many publishers and other users of the mails which might otherwise be avoided. 

I would like to direct your attention to a fact which I believe is highly pertinent 
and on which considerable attention might be given by this committee and by 
the Carlson committee. It has been stated by representatives of the Post Office 
Department that its costs are $3.92 for each $1 of revenue received from second- 
class mail. But the point is not stressed that this is merely an average. 

For instance, that ratio of about $1 of revenue to $4 of costs is very misleading 
when applied to the publications which I represent here today. They account for 
# much higher ratio of revenue. It is true that the charge per piece for all second- 
class mail, according to the Post Office figures, averages about six-tenths of a cent 
per piece. But the charge per piece for our publications averages more than 3 
cents. Frequently the charge per piece runs 6 to 8 cents. 

It is our conscientious belief that publications such as ours contribute insignifi- 
cantly, if at all, toward the deficit in second class. It we are wrong in this we 
would like to see some reliable figures on the point. It is our hope that the 
Clarlson committee studies will shed more light on this and many other phases 
of the problem. Furthermore, since the Post Office Department figures show that 
it costs around 8 cents to handle a first-class letter, it would seem to follow that 
each piece of second class costs several times as much as six-tenths of a cent to 
handle, and since six-tenths of a cent is an average, then many, many pieces must 
go at rates much below that. 
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Now, everyone, including the Postmaster General, knows you cannot increase 
the postal rates on anybody as much as several times, so the only realistic 
thing to do is to admit that there is a very substantial public service feature in 
the distribution of much of the second-class mail. 

Let us find out what value can be put on that feature before we boost rates, 
not only on those pieces which clearly do not and cannot pay their way but on 
those which contribute very little if anything to the deficit. We hope the Carlson 
committee will enlighten us on this. 

We of the business press applaud and heartily endorse the efforts of the Carlson 
commitee in working toward greater efficiency in the postal system and in the 
methods of establishing equitable rates. We also warmly endorse the efforts of 
the Postmaster General and his able staff in working toward improvement of the 
mail service to the American public and in eliminating waste in the postal 
rystem. These are constructive measures. We believe that they represent the 
first real approach to the postal deficit problem in many years. We want to see 
the problem solved once and for all. Perhaps we are some waee naive in expect 
ing this to happen but we think it worth striving for. We are eager to offer the 
services of our publication staffs in furthering these e forts. 

The Carman. Thank you for your statement. 

Now there is a Mr. Anderson here from Grundy Center, Iowa, who 
has been here before. He says his statement is rather brief. 

Mr. Gross. Mr. Chairman, with your permission, I would like to 
welcome Mr. Anderson to testify before the committee. As you will 
note, he is rather young and by long and arduous labor has developed 
an excellent and unusual publish ung business. I am sure he wili 
describe it. 

Mr. Anprerson. Thank you, Mr. Gross 

The Cramman. We appreciate the information you are about to 
disclose. 


STATEMENT OF RALPH W. ANDERSON, PRESIDENT AND PUBLISHER, 
IOWA FARM BUREAU SPOKESMAN, GRUNDY CENTER, IOWA 


_ Mr. Anperson. I appreciate the opportunity to get in on this hear- 
ing, because I have to leave this afternoon. I prepared a statement 
on the way in and did not have time to submit it for mimeographing 
so that each member of the committee may have a copy. It is only 
four pages long. I will try to skip part of that in order to keep the 
statement brief. 

I was rather surprised last evening in hearing the testimony of 
several other publishers, mostly large Fa he yale :, In finding that the 
figures and problems are very much the same as those of a small 
publisher. 

Now, I have a publishing plant at Grundy Center, Iowa, a little 
town of 2,000, which publishes 13 weekly farm papers. The average 
circulation is a little over 10,000, so our total circulation is about 
135,000. They go to county farm bureaus around the State. We 
eae the country farm bureaus together so that each weekly serves 

, 6, 7,8 county bureaus. They average from 12 to 16 to 18 pages per 
aaa and the part of this bill I am deeply concerned with is the mini- 
mum per piece mailing cost of one-half c ent. 

Besides the 13 weeklies that we publish, we also print the Iowa 
Wool News, which has a circulation of around 10,000 and goes to sheep 
raisers of Iowa. This bill, if it is enacted in its present form, will put 
us out of business. I would like to follow that up in just a minute. 

The Spokesman, as Mr. Gross mentioned, is rather an unusual farm 
publication. There is no other publication like it in the United 
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States. It seemed to fill the gap in 1933 served by no other farm 
paper. We now cover the State of Iowa with our 13 weekly editions. 
It takes 7 to 12 of our papers to weigh 1 pound. Each county has a 
page of its own with the county heading across the top. This page 
is devoted to news about farm and homemakers meetings, 4-H diate: 
columns written by the county agent, county home economist, general 
agricultural news, and considerable news from Iowa State College at 
Ames. 

Our subscription rate is 66 cents a year. I question that we can 
pass on any increase in postage to raise our subscription list. Half 
the counties we serve showed a deficit last year. Furthermore, with 
the decline in agricultural prices, the harieaee have suffered, without 
raising the price of the publications they read. 

To try to at least partially offset the recently announced three 10- 
percent raises in second class we have raised our advertising rates to 
as high a figure as we dare to go. Therefore, we have no place to 
pass any additional increases in second-class postage. 

[I would like to submit some figures on our postage costs for your 
consideration. 

At the present time we are paying an average of about $270 per week 
to mail the Spokesman. Under H. R. 6052 with its minimum of one- 
half cent per copy, our cost per week would jump to $675, an increase 
of $405 per week, or $21,060 per year, an increase of 150 percent. 

When it comes to our monthly publication, our four-page Iowa 
Wool News, the percentage increase is even more severe. We are 
now paying the one-eighth of a cent minimum on this publication. 
[f the minimum is increased to one-half cent per copy, this will mean 
a 400 percent increase. That figure was mentioned last night. 

Mr. Cote. I would like to know how you « compute that as a 400 per- 
cent increase. Thi at costs you one- eighth of a cent now. It is going 
toa half. That is 300 percent increase in my book. 

Mr. Anperson. Well, there are four -eighths ina half. 

Mr. Coir. But you are already paying one-eighth, are you not? 

Mr. Anperson. Is that not a 400 percent increase? 

Mr. Corr. That is a 300 percent increase. 

Mr. Anperson. I am not a mathematician. 

Mr. Hacen. I believe Mr. Cole is right. However, if it is 300 
percent killed or 400 percent killed, it does not make any difference. 

Mr. Core. I cannot figure as a 400 percent increase. 

The Cuamman. We will get some experts to figure that out. 

Mr. Downy. Mr. Chairman, could we not just say it is four times 
as much and let it go at ths tt 

Mr. Anperrson. I will change my testimony to 300 percent or four 
times our present rate. Is that all right? Anyway it is four times 
as much. 

This bill, as it is now written, is aimed directly at the small pub- 
lisher, and I do not believe that is the intent of Congress or this com- 
mittee. 

With another 10 percent increase in second class still coming next 
April, I feel that publishers are entitled to a chance to make the ad- 
justment to handle the raise passed by the last session of Congress 
without being faced with another and stiffer increase. 

The Spokesman Press furnishes employment to 35 men and women 
in our little town of 2,000, all of whom have learned their particular 
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skills in our plant. Each spring we employ from 2 to 4 members 
of the high school graduating class and train them for specialized 
jobs in the printing “business. But passage of H. R. 6052 would put 
us out of business and these 35 people out of jobs. 

This sounds like a strong statement. I would like to back up that 
with some percentage figures. You heard the Condé Nast man last 
night, and Ed Meredith, mention their profit figures were running 
around 2.5 to 3 percent of the gross business. On our expected antici- 
pated revenue for 1953 the increase alone under this bill would be 
+ times our 1953 net profit before taxes. So you can see that we can 
not continue in business if this bill is passed in its present form. 

Incidentally, questions were asked last evening regarding pervent- 
age of postage to total publishing cost of these various pub lishers. 
In our case it is 10 percent at the present time. If we were forced 
out of business, the 14 to 15 thousand dollars we are now paying to 
second-class postage plus $1,500 a year in stamps, would be lost to the 
Post Office Department. 

Four years ago I appeared before this committee and was one of 
the very few publishers who offered a suggestion as to a nominal raise 
in second-class postage that publishers might be able to live with. 
The schedule of increase I suggested appears on page 195 of volume I 
of the hearings held in the late winter of 1949. These suggested 
increases averaged about 28 percent, very close to the figure adopted 
by the last session of Congress. 

I felt at that time that publishers could “live” with this type of 
raise, but that it was all they could stand in view of their other rap idly 
increasing costs. My view remains the same today. 

Since I made some suggestions at my other appearances before this 
committee, I would like to offer some more today, in a sincere effort to 
help this committee find a solution to the postal problem. 

First of all, I seriously question that there is such a terrific deficit 
in the Post Office Department. Perhaps the users of the mails are 
coming a lot closer to paying their way than we realize. 

[I think it is unfair that the cost of franked mail used by our Na 
tional Government and our many Government agencies be charged 
directly to Mr. Summerfield’s department. Each department, each 
agency should be charged with its own postage bill, not the Post Office 
Department. 

Then I would like to suggest that free franked mailings be checked 
on a year around basis and not just spot checked as at present. 

My reason for this is that this week out in Iowa there was a check 
of franked mail to be made by at least. some post offices, and one post 
master tells me, before I left home, Tuesday, that he expected next 
to nothing in the way of franked mail this week. All the Govern 
ment agencies in that town had mailed their heavy business last week. 

I suggest that the checking of frank mail be done on a year around 
basis. not just 1 week out of the year when possibly the mail is very 
light. It is things like that that make me feel that a continued honest- 
to-goodness survey of the entire Post Office Department needs to be 
made so costs can be properly allocated, and then adjustments can be 
planed for more in line with actual costs than can possibly be done 
at this time. 








412 POSTAL-RATE REVISION 


As a farm paper we depend entirely on second class to deliver our 
papers. ‘Therefore, we have no alternative to any other means of 
delivering publications. ’ 

In closing I would like again to state my opposition to H. R. €052 
as a bill that will force my plant to close its doors and that I con- 
sider that one-half cent minimum per copy charge most damaging to 
myself and all other small publishers. 

Mr. Wirnrow. I was very much interested in your statement rela- 
tive to the frank check. You say that they check 1 week a month? 

Mr. Anperson. One week a year. That is what I was told. 

Mr. Wirnrow. In this case it is apparently a light week. 

Mr. Anperson. I think it is this week. If I may follow that up, in 
one case a Government agency in this particular town, their big mail- 
ing of 3,000 franked letters went out last week. This week they will 
show next to nothing. 

Mr. Wrrnrow. Do you know if that is happening all over Iowa? 

Mr. Anperson. I really do not know. I could not say. I would 
think that it would be spotchecked all over the State, perhaps all over 
the Nation, once a week. 

Mr. Wrrnrow. Perhaps it is. I think what we had better do is 
question the Post Office Department as to this check. If that is the 
basis for the figure of $32 million for penalty and frank mail, then 
that basis is not proper. 

Mr. Anperson. That isthe way I feel, sir, and it is incorrect. 

Mr. Wirnrow. In view of the fact that the estimate was something 
like $90 million, as I recall it, it seems to me that the amount that is 
put in there for penalty and frank mail is terribly low at $32 million. 
I think before this hearing is over, Mr. Chairman, we ought to be able 
to get some sort of check on the base that the Post Office Department 
is using in the ascertainment as to $32 million. 

The Cuarrman. In other words, how they arrived at it. 

Mr. Wrrnrow. Yes. It looks to me as if they might have deliber- 
ately taken a light week in order to determine the $32 million. 

The Cuatmrman. Are there any further questions from the com- 
mittee ? 

Mr. Hacen. Mr. Chairman. 

The Cuarrman. Mr. Hagen. 

Mr. Hacen. I was interested in your statement that you 
apparently repeated twice in your remarks, that this increase would 
destroy your business. You do not say “perhaps” but “would” de- 
stroy your business; is that your statement ? 

Mr. Anprerson. Yes, sir; that is correct. 

Mr. Hagen. It is rather amazing. 

Mr. Anperson. If the increase alone is four times the net profit, 
I cannot figure it any other way. 

Mr. Hacen. In your area, at least, the economic situation is not 
inflationary. 

Mr. Anverson. Definitely not. 

Mr. Hacen. This would certainly add to the cost of not only your 
own business, but everyone else in your State. 

Mr. Anperson. Yes. 

The Cuatrman. Judge Davis. 

Mr. Davis. I understood you to say that you have 13 weekly issues. 
Does that mean the same paper? 
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Mr. Anperson. No; it is 13 weekly farm papers. Some features 
are used all through the week. The news from our land-grant college 
at Ames, some general farm features appear in all 13 papers. 

Mr. Davis. Does each paper have a different name? 

Mr. Anverson. No; they are various editions, like northwestern, 
western, west-central editions of the Spokesman. 

Mr. Davis. You said you have a page for each county ? 

Mr. Anverson. That is correct. 

Mr. Davis. In the State. 

Mr. Anperson. Yes. 

Mr. Davis. You carry advertising, I assume. 

Mr. Anperson. Yes. 

Mr. Gross. Will the gentleman yield at that point? 

Mr. Davis. Yes. 

Mr. Gross. There are 99 counties in the State of Iowa. Mr. Ander- 
son’s publication known as the Farm Bureau Spokesman covers the 
activities of the Farm Bureau in 99 counties of the State of Iowa. 

Mr. Davis. For instance, in one county do you carry the page that 
goes to the other county ? 

Mr. Anprrson. We group counties together, about 6 or 7 in each 
edition. Six counties in that edition would each have a page, and 
then we skip over to another group of counties for another edition. 

Mr. Davis. How many pages would one edition run? 

Mr. Anperson. They usually run about 12 to 16 pages, occasionally 
20 pages. 

The Caamman. Thank you, Mr. Anderson. 

Mr. AnDerson. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Heckendorn is here and says he wants to catch 
a plane, and be out of here in a few minutes, so we are taking him out 
of order to accommodate him on our list. Mr. Heckendorn represents 
the American Seed Trade Association. That organization is in 
Chicago. 


STATEMENT OF WILLIAM HECKENDORN, EXECUTIVE SECRETARY 
AND TREASURER, AMERICAN SEED TRADE ASSOCIATION 


Mr. Hecxenporn. That is right. 

The Cuarrman. You may proceed. 

Mr. Hecxenpvorn. Mr. Chairman, if you do not mind, I will make 
my remarks brief because 1am ina hurry. I know you are, too. 

My name is William Heckendorn. I am the executive secretary- 
treasurer of the American Seed Trade Association with headquarters 
in Chicago. 

We have about 800 members in the American Seed Trade Associa- 
tion which distribute a good share of seeds, bulbs, and garden sup- 
plies that are used throughout the country. 

Our organization is composed of many users of fourth-class mail. 
We also look upon first-class mail as our generators. I dislike very 
much the thought of seeing first-class mail increased at all, because it 
seems to me that on the basis of our first-class mail depends very 
much the volume of mailing that we get in all other departments. 
It is a good deal like the generator that furnishes the lights for this 
room. Somewhere there has to be something to generate what you are 
using here today. 
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In the matter of postage I think that the first-class mail is our 
generator because it 1s the means by which we make our first contact 
In many instances with our prospective customers. 

I would like to say at this point I am sorry to come here under these 
conditions. I received a telephone call yesterday afternoon that this 
bill was under consideration. I was away from my office, and they 
usked me to ple ase come up here and appear. 

Now, I had to think about what I was going to say. My thoughts 
are not very well organized, Mr. Chairman. But nevertheless, we 
do look upon this matter of postage-rate increases as reaching a point 
where it is going to deter more than it is going to benefit. 

In the matter of fourth-class mail, which is not under consideration 
here, as I unde rstand it today, those rates have been taken care of by a 
petition to the Interstate Commerce Commission, and I believe they 
have already acted upon that, is that not right, Congressman Davis? 

Mr. Davis. How was that? 

Mr. Heckenporn. I believe the fourth-class rates have already been 
acted upon by the Interstate Commerce Commission ? 

Mr. Davis. I am not certain they have reached a conclusion. 

Mr. Heckxenvorn. I think we have already, unless this committee 
here reverses that decision of the Interstate Commerce Commission, 
taken our increase in fourth class. 

Now, we have taken substantial increases in fourth elass. It is not 
a matter of increasing from one-eighth of a cent on up. It is a matter 
of increasing in the matter of cents on up. 

When you increase a rate that already is based upon 2 or 3 cents, 
and you increase that 100 percent, that is a lot different than increas- 
ing one-eighth of a cent 300 percent. 

So I think we have already borne our share of revenue that is nec- 
essary to operate the Post Office Department. There is no question 
in my mind but what we have to find some way of paying the cost of 
operating this department. We want to be sure that we are paying 
our fair share. I do not believe that we should look to any segment of 
the industry that is using the mails as the source from which all the 
revenue ought to come for the operating of the Post Office Depart- 
ment. 

I think there is a fair share that the users of the mail should pay. 
I do not know what it is. I believe in the cost-ascertainment report 
they have tried to do a fair job. I have not heard anybody present 
any information that is better than what they have already presented. 
They have made a very careful study. 

They of necessity have to make spot checks of the type of mail that 
is used at various points. On the basis of those spot checks they have 
to project the distribution of certain costs of operating the Post Office 
Department. I think they have been as far as they know how to be 
fair in that particular situation. It is very complicated. I do not 
pretend to understand all of it, but I think those folks over in the Post 
Office Department have tried to do a fair job. 

Now, my great plea here is this: That at the present time, being 
an agricultura! organization, agriculture is at the present time going 
down. Weare not as prosperous as we were a few years ago. I cannot 
plead for the percentage of our members that are paying income tax, 
because we have many, many members that are not paying income 
tax, but are operating at a loss. Anything that is going to increase 
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our cost of doing business naturally is going to aggravate our problem 
at this particular time. 

We have in our industry possibly one-third of the people operating 
at a loss, one-third, even, and possib ly one-third making a little money. 


sut that is not due to postage rates alone. We are not pointing it 
out from that point of view. It is due to the fact that there is an 
inevitable adjustment that is taking place in agriculture at the pres- 
ent time, How lon Y it is golng to last, I do not know, but it is falling 
pretty heavily at the present time upon agriculture and horticulture 


} 
organizations. They are in the midst of that vdjustment, 

I would just like to say a word with respect to handling of rate 
adjustment in fourth-class mail, which I know is not under considera- 
tion of the committee at this time. 

Mr. Murray. Why take up the time of the committee ? 

Mr. Heckenporn. Because | think it is something you should know. 

Mr. Davis. I have requested Mr. Heckendorn to be heard. I want 
him to have an opportunity to say anythi ing he wants to sa V about 
postal rates. 

Certainly the Post Office Department is concerned with rates on 
fourth-class mail. It has a direct bearing on whatever deficit may 
occur. 

Mr. Heckenporn. It is adding to our cost, whether the rates are 
fixed here or by the Interstate Commerce Commission, and we have 
to look at our picture in using the mails from the entire cost. I do not 
object too much to the Interstate Commerce Commission fixing fourth- 
class rates if they have the same authority in fixing fourth-class rates 
on the mail as they have in fixing rates on railroads, but they do not 
have that authority. Therefore, we should even take the authority 
away from the Interstate Commerce Commission and put it back 
where it belongs, or give them authority to investigate the economy 
or efficiency of the Post Office Department, the same as they do on 
railroads when they agree on those rates. 

That is the point I wanted to make, Mr. Chairman. I think it is 
very important, because we have asked at different times that that 
authority be taken back and put right in this committee where I 
think it should be. I do not think that we should divide this authority 
up on postage rates. I believe here is where it belongs. 

I realize that I have rambled, that I do not have a statement here 
that is in any way put together in tight form. Jt is just notes I tried 
tomake from last night when I picked up a copy of the bill after coming 
up here. Iam working under handicap. Iam not prepared to answer 
detailed questions on some of the things that I know are in the minds 
of the committee. But we are vitally interested and we believe we are 

reaching a point where we can no longer increase wages, then find our 
vege increase is going to wipe out our new income we created by 
increasing the rates. I think we have to look at that problem very, 

very seriously. I know that the economy of the country is going to 
require that there be certain increases in wage rates, but I do believe 
there is a place where we have to find a formula of absorbing out of 
the general income of the National Government some of those increased 
costs which are due to things beyond our control. 

Now, Mr. Chairman, I do not believe I want to take any more of 
your time at this time, but I do want to leave with you that ‘Tam very 
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much opposed to any increase in first-class rates. We already have 
taken it on the button twice here for increases in fourth-class rates, 
and I do not think there is anything I can say about fourth-class rates 
that would change the situation here, because it is not before your 
committee. 

The CratrmMan. I think you have made a very impressive statement, 
sir, really more impressive than either one of the statements you made 
before on other occasions. This is not your first trip before this 
committee. 

Mr. Hecxenporn. I[t is not. 

The Cuatrman. You have appeared on two other occasiors. Really 
this time you have been more impressive than on the other trips. I 
think an offhand statement is better. 

Mr. Heckenporn. Maybe it is better not to be prepared. 

The CuHarrman. You did a good job. 

Judge Davis, do you have any questions? 

Mr. Davis. No, I do not. I woul | like to request, however , that if 
Mr. Heckendorn wishes to submit additional facts, that he have the 
privilege. 

The Crarrman. It will be granted. 

Mr. Hecxenporn. Thank you. 

The Crarrman. Anybody else on the right here wish to ask ques- 
tions? Mr. Hagen. 

Mr. Hagen. You also use third-class mail to a great degree? 

Mr. Hecxenvorn. We do use third-class mail. 

Mr. Hacen. You have already had an impact, a drastic increase. 

Mr. Hecxenvorn. That is right. 

Mr. Hagen. This will be another drastic increase on third-class mail. 

Mr. Heckenporn. It will. We realize we have to absorb part of 
this increased cost. We do not know what is the fair amount we should 
absorb. We do not know what is the fair amount that anybody should 
absorb. But when we find ourselves in the condition that we are in 
today, I do not have to tell you gentlemen that there is an adjustment 
taking place in agriculture, you know it, and any increased cost that 
we are going to be compelled to absorb at this time is going to make it 
just that much more difficult. 

Mr. Hagen. You pass those costs on to the farmer or the buyer? 

Mr. Hecxenvorn. To a certain extent we can do that, but in our 
mail-order business, in mailing out small packages, it is customary 
to absorb the postage cost. Because when you mail out a package of 
seeds that costs 10 cents and try to add additional cost for postage, 
it is a little bit complicated and not done. 

Mr. Gross. I want to compliment the gentleman for pointing up the 
maladjustment in agriculture. He is certainly right when “he said 
that last year a great many farmers paid gre: atly reduced income 
taxes or no income taxes at all. I want to compliment the gentleman 
for pointing that up. 

I also want to say I am afraid there are some people in this little 
world of make believe here in Washington who do not seem to under- 
stand that agriculture is having a difficult time. 

Mr. Borron. You stated that you were called, informing you of this 
bill, and that they asked you to appear. Who called you? 

Mr. Hecxenporn. I did not put in the record the request that was 
made. Now, you let me doit. Mr. Donald Hastings of the H..G. H. 
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Hastings Co., Atlanta, Ga., one of our members, called our office in 
Chicago, and learned I was in Washington. I was due to leave last 
night at 5:30. He asked me to come up here and appear at this hear- 
ing because we are vitally interested and that is really the reason I am 
here. 

Mr. Bouron. Thank you, sir. 

The Cuarrman. Now, there is a Mr. Gorman who states he wants to 
be taken out of order because of illness at his home. He wants to get 
his plane. So we will listen to him. 


STATEMENT OF EDWARD J. GORMAN, VICE PRESIDENT, SURPLUS 
MATERIALS CORP., STRYKER, OHIO 


Mr. Gorman. Thank you. My name is Edward J. Gorman. I am 

vice cea of Surplus Materials Corp. of Stryker, Ohio. Our 
company, which is 10 years old, merchandises on the wholesale level 
electric wire and cable. We buy and sell electric wire and cable by 
the use of the mails. We have no salesmen on the road. Our entire 
existence is totally dependent on our successful usage of the United 
States mail. Our company is probably very typical of thousands of 
other companies scattered throughout the Nation. 

My appearance here before your committee is to plead with you 
that any hasty action on the part of this committee to pass bill H. R. 
6052 would greatly harm our small business. I sincerely believe that 
it would be wiser for this committee to get the full report of the Citi- 
zens Advisory Council to the Senate Post Office Committee before 
any hasty action on your bill H. R. 6052. Throughout the years the 
post office has been operated in the interest of the public and it is my 
sincere opinion that the public-service aspects of the postal service 
should properly be paid by the Federal Government. 

Our company is very small. In fact, we employ only 45 people, 
but I wish to point out to the members of this committee that 38 of our 
+5 employees have been with the company for over 7 years. If postage 
rates are increased it will of necessity curtail our advertising. With 
curtailed advertising our revenue will naturally drop. When our 
revenue drops we will have to cut down on the number of our employees. 

Our little village of Stryker, Ohio, has a population of approxi- 
mately 1,000 people, and I wish to point out that we are the largest 
employer in Stryker, Ohio. Any people who would be laid off by 
our company would probably have to seek employment outside of 
Stryker, Ohio. This same situation probably exists in other small 
communities throughout the country. 

I wish to point out to the members of this committee that when 
we started in baleen in 1943 Stryker, Ohio, had a third-class post 
office. Now we are proud to say that through our heavy volume of 
mailing we wie a second-class post office. Since the population of 
the village increased by only 31 people from 1948 to 1953, we feel 
that Surplus Materials Corp. was responsible for the growth of the 
Stryker post office. 

I wish to point out to the members of this committee that during 
the last 4144 years we have spent the following amounts on postage: 
1949, $12,844.64; 1950, $13,904.69; 1951, $10,501.81; 1952, $6,497.22 
Up through June 30, 1953, $5,951.97. Grand total, $49,700.33. 
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Please note, gentlemen, that in 1952 our postage expense was only 
$6,497.22. This was no accident. We did very little third-class mail- 
ing after July 1, 1952, because the postage rates were, to my way of 
thinking, given an exorbitant boost. 

Our grand-total pos tage figure of approximately $50,000 for the 
last 4144 years undoubtedly sounds very small; but, gentlemen, believe 
me, to a compaly of our size and stature this re presents a tremendous 
umount of money. I might add that our third-class circulars which 
we mail nationwide bring first-class and airmail inquiries and orders, 
and I also might add, gentlemen, that many of our orders are shipped 
by parcel post. 

I think these figures will show the committee that, in our own small 
country way, we do spend a lot of money with the United States 
Post Office. 

I was notified on Wednesday, July 22, 1953, that copper-wire mills 
were reducing their prices from 21% to 15 percent. This will, of 
necessity, affect our selling prices at Stryker, Ohio. As a result, it 
will reduce our income. It is inconceivable that we should be forced 
to reduce our selling prices from 21% to 15 percent and at the same 
time be forced to increase our postage expense by as much as 3314 
percent. 

Gentlemen, you have just heard the story of our small business. 
Our business is undoubtedly typical of thousands of others through- 
out the United States. The members of this committee, I am sure, 
are all very conscientious and will not act too hastily. Believe me, 
gentlemen, any postage rate increase could very definitely jeopardize 
the existence of our small business and undoubtedly the existence of 
many other small businesses throughout the country. 

Thank you, Mr. Chairman. 

The Cuamman. Any questions on my left? 

Mr. Reams. Mr. Chairman, I want to commend Mr. Gorman on 
his statement, and also to make the statement that he and his associates 
coming from the military service organized in Stryker a remarkable 
smal] business, the kind of thing that has really made our country 
great in a business way. It is a typical small business, and it is one 
that has been very useful toa lot of people. If the postal system of the 
United States does not continue to aid and encourage that type of 
business, I think it is losing its usefulness, the type of usefulness 
that it has always had. I am not sure yet just the complete effect of 
this bill, but it is very revealing because I do know Mr. Gorman’s 
business, and I know what it has done, both for the community and 
what it has done for the people that it has served. 

I want to thank you, Mr. Gorman, for your statement. 

Mr. Gorman. Thank you. Mr. Hagen will inquire. 

Mr. Hacen. The remarks made by the gentleman from Ohio prompt 
me to ask this question: What type of business or people do you deal 
with mostly, or sell to, or buy from? 

Mr. Gorman. We sell to the small electrical contractor and the small 
independent telephone companies basically, although we occasionally 
do business with the larger companies. 

Mr. Hagen. What would you say is the impact on your business of 
the reduced use of postage? In other words, how does it reflect your 
business volume in the use of postage ¢ 
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Mr. Gorman. As I stated, in 1952—— 

Mr. Hacer. You indicated there the reduced use of postage, but 
pointing how it affects your volume of business or profits. 

Mr. Gorman. By reducing our postage in 1952, we de ‘finitely found 
out that we reduced our gross sales in the same amount percentagewise. 

Mr. Hacen. How about your profit? 

Mr. Gorman. I would say profits would fall right along with the 
gross sales. Our business has a standard rule of thumb which is in 
keeping with gross sales, your profit is a certain percentage. 

Mr. Hacen. Is your return on income taxes to Uncle Sam somewhat 
relative to the amount of postage you do use and the amount of sales 
effort you make? 

Mr. Gorman. Very definitely. 

Mr. Hacen. Then if the increased rate is too high on postage, your 
use of post: ive necessarily goes down, your sales go down, and the 
reduction in your income tax to Uncle Sam is likely to be far in excess 
of the difference in postage you might have to pay. 

Mr. Gorman. That is ¢ orrect, Mr. Hagen. 

The CHarrman. Thank you. 

Mr. Gunser. If you continue mailing throughout 1953 as you have 
the first 6 months, you will fall just short of $12,000, which I note will 
be almost equal to your heaviest year in 1950. Will you give us the 
reason why you would step up your mailing this last year? 

Mr. Gorman. Yes, sir. The reason we stepped up the mailing list 
last year is because we have acquired considerable merchandise, and 
it is not worth anything when it sits in the warehouse. It has to be 
disposed of and converted into cash. 

Mr. Gunser. But it does indicate the downward trend which started 
in 1951, by which you went down $3,400, something like that, and went 
down another $6,000 in 1952, is definitely on the way back up? 

Mr. Gorman. We hope to keep it that way. 

Mr. Gussrer. So we cannot exactly call this on page 2 a trend ? 

Mr. Gorman. I did not state it was a trend. 

Mr. Gupser. I know. I did not say that you did. 

Mr. Gorman. I only stated what it means. 

Mr. Wirnrow. I would like to say this. There are a great many 
people who come from a long ways to be heard. I think in fairness 
to them, if they have a Washington representative here, they should 
defer, if that representative is going to read the statement, as one 
gentleman did this morning, and I have no objection to that, of course. 
Then I think you ought to take the people who are here themselves 
from a distance rather than to hear their W: ashington representative. 

The Crarman. I support that statement. After I called the 
gentleman from New York, you see, I discovered the Washington 
representative was here. 

Mr. Wirnrow. That should be the result, because I have a man 
over here from Wisconsin that I want to have heard. 

The CHamman. Any questions of this witness? Thank you, Mr. 
Gorman. We appreciate your statement. 

Mr. Gorman. Thank you very much. 

The Cuarrman. Now we have here a request from a member of the 
committee for Mr. Whitehouse, who is from Lynchburg, Va., who says 
he is supposed to be in Maine this afternoon. Can he give us the high- 
lights and tell us about his statement. 
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Mr. Reams. Mr. Chairman, Mr. Garry Myers, Jr., who represents 
his publication, Highlights for Children, from Columbus, Ohio, is 
here. He is on the list further down. There is another man, Mr. 
Danner, from Canton, Ohio, who represents the Association of Comic 
Book Publishers, and he was on the list the other night and did not 
have time to get here. He was notified so late that he did not. He is 
here today and prepared to make a statement. 

The CHatrrman. All right, we will make a note of that. 

Mr. Davis. Mr. Chairman, does he have a different list from mine? 
I do not see Mr. Garry Myers on my list. 

Mr. Reams. Mr Garry Myers is fourth from the last on the list I 
have before me which is Thursday, July 23. We are running a day 
behind. 

Mr. Davis. On my list fourth from the bottom is Mr. Lawrence 
Whitehouse fr m Lynchburg, Va. 


Mr. Reams. Judge Davis, I am working two sheets, the one from 
yesterd iy, al a today ’s. 

Mr. Downy. There is a man here from Fort Worth, Tex., a Mr. 
Canning, a gentleman I have never met. I understand he has been 


liere several days. 

The CHarrmMan. How long will it take you, Mr. Whitehouse? 

Mr. Wutrenouse. Six or seven minutes. 

The CHairman. It took you quite a while the last {ime you were 
here. 

Mr. Wurrenouse. I do not think you were quite as busy last time. 

The CHarrman. I am taking you out of order here. You can see 
what oecurs here with respect to the Chair. I know you have a great 
story totell. If you can higl Wight it, it will be appreciated. 

Mr. Coz. Mr. Gubser suggested to me that we have heard from the 
White House, this committee has. 


STATEMENT OF LAWRENCE B. WHITEHOUSE, VICE PRESIDENT, 
MORTON MANUFACTURING CO., LYNCHBURG, VA. 


Mr. Wuirenousr. My name is L. B. Whitehouse. I am vice pres- 
ident of the Morton enntecarng Corp., Lynchburg, Va. Our 
business was established 34 years ago, and since that time we have 
been engaged in the meet wcture and sale of a general line of toilet 
preparations, food specialites, flavorings, household products, medici- 
nal products, and certain toilet and medicinal specialites. The prod- 
ucts manufactured are divided into two groups, each group being sold 
through a separate division under a distinct trade name. 

Our largest and most important line is sold under the trade name 
Blair of Virginia, which is a direct selling or house-to-house business. 

Our next most important division is the Chap Stick which operates 
through wholesale and retail drugstores, syndicate stores, and so forth. 

I will omit some of the history that I have in connection with our 
business. 

Meeting with reverses in the early twenties, in attempting to sell its 
produc ts through salesmen and advertising in new spapers, magazines, 
and so forth, our company turned to use of the services offered by the 
United States postal system to promote sales of our Blair Saiiiiete, 
From the very eetaes our entry into the direct-selling business and 
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promotion by mail, was rewarded with an increase in sales. We pay 
tribute to a department of our Government operating for the benefit 
of all the people, that afforded us a service that played such an im 
portant part of the growth and development of our business. 

We live in a city of some 50,000 population. We employ about 200 
people who we think are happy at their work in helping us produce 
«a volume of business amounting to about $3 million annually, of whic h 
about $2 million is from our Blair division. We believe ourselves to 
be typical of the small business which tries to operate with a reason 
able degree of SUCCESS, and by so doing makes a contribution to the 
social and economic life of its community. 

We also contribute to the welfare of other communities throughout 


the United States. A large number of our direct-selling dealers are 
housewives who supplement their family income to maintain a re 
spectable standard of living by selling our products. Often this addi 


tional income amounts to $125 to $150 a month, year after year, 

Last year our account with the post office was about $325,000, rep 
resenting about one-tenth of our volume of sales. Under the third 
class mail we sent 2,452,363 pieces at a postage cost of $36, 785. Under 
the proposed increases for third-class mail this cost of $36,785 will be 


increased by $12,262. These third-class mailings attempted to ) pro 
mote sales and, as a result, we received under first-class tail 1 125.400 


ap yplications for sales outfits, 121,500 ree ‘rs, and 86,400 letters. for 
which the senders paid $10,029 for first-class postage. The proposed 
first-class mail rates will increase the cost for those senders from 
310,029 to $13,360. Our outlay in third-class postage also resulted 
in our own further expenditure for first class, fourth class, and 
other services of some $275,000. This cost of $275,000 will be in- 
creased proportionally in line with the above increases if the proposed 
rates are approved. This amount does not include $20,121 in fees paid 
hy our dealers for many thousands of money orders which we rec eive 
daily in large volume. We are the largest local patron of the Lync! 
burg post office, and our patronage has been an important factor in 
raising the annual receipts of the Lynchburg office to an amount in 
excess of $1 million. 

It will be seen that the development of our business has been closely 
allied with the operation of the postal service and that we have been 
dependent upon the just and equitable rates available to us through 
the postal service. A study of the increased rates now peed con- 
vinces us that if adopted they will have a most serious effect upon the 
continued operation of our business. 

At the hearings to adjust postal rates, held by the Committee on 
Post Office and Civil Service of the House of Representatives, the 
writer made the following statement on April 11, 1949. I quote: 

The rates proposed in bills now before Congress definitely preclude the ability 
of our business to operate at a reasonable profit without a reconstruc to on stow 
the foundation up of our methods of selling—methods which have been developed 
through many years of experience. 

In our business the proposed postal-rate increase means a cut in our profits, 
resulting in a reduction in the amount of taxes we will pay. They mean our 
contribution will be made to a reduced postal revenue, thus increasing instead 
of decreasing the deficit in the operation of the postal service. 

During the past 4 years, as postal rates have mounted, we have 
been unable to keep pace with our rate of increased sales obtained 
during prior years, and our prophecy has come to pass. While our 
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Chap Stick division, selling through drug, department, and variety 
stores, has more than doubled sales since 1949, our Blair of Virginia 
division, which depends on postal service and express for distribution, 
shows an increase of less than 10 percent. Expenditures for promo- 
tion of Chap Stick amounted to about 25 percent of sales, and ex- 
penditures for promotion of Blair through direct-mail methods 
amounted to about 25 percent of sales. 

If the proposed new postal rates go into effect, plus the added 
burden of higher parcel-post rates amounting from 36 to 43 percent, 
plus the highly restrictive size and weight limitations on packages, 
it will result in a very substantial loss instead of a net taxable profit 
for the calendar year 1953 and future years for this corporation. It 
is my firm opinion that this condition will apply with equal force to 
other large users of the postal services of the Federal Government, 
and I earnestly urge you to defer action on this bill until a thorough 
and complete study of the Post Office Department can be made to in- 
stitute savings and economies wherever possible. 

Gentlemen, to this statement I have attached addendum which 
refers to the parcel-post rates. 

Mr. Murray. But parcel-post rates are not before the committee. 
I think you can save our time by not discussing that. 

Mr. Warrenovuse. I am not going to discuss that. I mentioned it 
is here, and made the remark that the parcel-post rates and size and 

weight limitations have thrown our budget into the red for our 1953 
operation, and the increases in third-class postage now proposed will 
simply increase the red ink. 

Mr. Corer. Mr. Chairman, I am going to have to object to this 
addendum going into the record. Our record is going to be long 
enough. We are not discussing parcel post. 

The CHarrman. The objection is sustained. Just your statement 
will be included in the record. 

Mr. Davis. Has the committee adopted any policy to restrict people 
to any narrow line? 

The Carman. I do not think so, but I think the Chair has to have 
unanimous consent to extend any remarks in addition to the statement. 

Mr. Davis. Then I am going to object to cutting witnesses off. I 
think it is bad enough to restrict them to inserting things in the 
record, but if that is going to be objected to, then IT am going to object 
to any evidence to cut off the witnesses who come here to make a 
statement. 

The Coarrman. If Mr. Cole will withdraw his objection, we will 
straighten that out. 

Mr. Corr. Mr. Chairman, I can see no purpose in cluttering up 
the record with this statement on parcel post. 

Mr. Moss. I have taken the time to read the addendum. I think 
it is a genuine contribution. to the subject we have under discussion. 
I join Judge Davis. If there is objection to oF ERIE, I certainly 
will object to cutting any witness off. 

Mr. Core. Has anybody been planning to cut any ‘witness off? We 
were here till 10 o’clock last night. 

Mr. Moss. I think this is material pertinent to this hearing. 

Mr. Botanp. I think he ought to be allowed to read the material. 
If some member of this committee or some witness presents the com- 
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mittee with some particular material and some member wants to read 
it, there is no reason why it should not go in the record. 

The Cuamman,. Your request is to extend it in the record? 

Mr. Wuirenovuse. I just requested that it be added to the record. 
I do not ask for the time to read it. 

The CHatrmMan. Now, will the gentleman withdraw his objection? 

Mr. Coxe. I withdraw my objection. 

The CHaiman. Questions on this side? Questions on my left? 

Thank you, sir. 

Mr. Wutrrnouse. Thank you very much for your courtesy, Mr 
Rees. 

(The information is as follows :) 


ADDENDUM TO TESTIMONY oF J] B. WHirrenous! Vi PRESIDENT, MORTON 
MANUFACTURING Corp., Lyncnrure, VA. 


It is realized that this hearing on H. R. 6052 is concerned specifically with 


increases in first-class and third-class mail and related postal rates and is not 
directly concerned with increased parcel-post rates or the size-and-weight limi 
tations on packages forwarded by parcel post As a practical matter, however, 
all of these subjects are of vital importance to the lifeblood of our business 
We are convinced that this failure of Blair sales to respond to promotion is 
due, more than to any other cause, to the heavy increas« hn parecel-post rate 
Many of our dealers have complained continually that the cost of postage was 
eating up their profits, and they were discouraged to go out and solicit orders 
or refused to do so. The condition became so serious with us that, to hold ou 
dealers, we adopted the policy of prepaying orders in excess of $20 with the 
thought that economies in packaging and shipping would result. This was 
in 1952 and our budget of operations for 1953 was set up on this basis, with 
1 record low rate of profit on volume of sales. The increases in fourth-class 
rates authorized will wipe out that profit forecast and operations of the Blair 


division will show a loss of at least $35,000 on the 43 percent of our orders of 
more. than $20 on which we prepay postage. When the new parcel-post rates 


go into effect October 1, our losses will be so substantial that there will be no 
point in continuing in business, unless we can hope that the Postmaster General 
will reverse his policy by resuming the promotion of the parcel-post service for 


the benefit of the public—a policy that is responsible for the growth and snecess 
of our company, and, I believe, of our country, for the 35 years of parcel-post 
existence prior to 1949—and unless we can hope that the recent (January 1, 
1952, Public Law 199) highly restrictive size-and-weight limitations on packages 
will be removed. With respect to the remaining 57 percent of our Blair division 
orders on which our customers pay postage because they are under $20, we 
have received so many complaints that postage is eating up profits that we have 
been sending out free goods to help reimburse our agents for the excessive post 
age spent However, this is producing further complaints that the free goods 
have to be sold in order for the reimbursement to be realized. 

We estimate that the final increases will impose upon us an added parcel-post 
cost of $50,000 to $100,000 per annum—this we cannot absorb and show a living 
profit. The influence of continued increases of postal rates upon our sales 
growth has reduced postal-service volume and our contribution is being made 
to the ever-increasing deficit in the operation of the postal service. If we and 
others like us die, how can the post office live? 

There is evidence in the published rates, as listed, of a trade barrier. Parce! 
post rates in certain instances exceed express rates to the extent that we will 
be forced to ship by express wherever that company makes delivery. The pro- 
posed new rates appear to exceed express rates in zone 7 beginning at about 
30 pounds, and in some other zones at 40, 50, or 60 pounds. In many such 
cases the express office is at an impractical distance from our customer, or there 
is no express service. Our only alternative is to pay the higher parcel-post 
rate, or lose our customer. 

Due to the existing size and weight limits we are forced to break down our 
packages 2 and 8 times, to have them accepted by the post office. This in- 
volves extra weighing scales, and labor to operate them, as well as extra 
labor for packing, typing, and other handling. In addition to hidden costs we 
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have the extra cost of cases, excelsior pads, 1-inch wire staples, paper, and 
have to pay the first pound rate more than once, and take out insurance 2 or 3 
times, instead of once. We find that these extra charges apply to 25,600 orders 
a year that must be held within the 20-pound limit. At present, the ayerage 
weight of our shipments is 38 pounds, of which 20 percent is more than 20 
pounds and 80 percent less than 20 pounds, Since the limitations only apply to 
certain post offices, we must keep records as to the kind of packages each dealer 
can receive, and as to whether the dealer can be served by an express office with 
the heavier weights. With respect to new dealers, particularly in rural areas, 
we do not know how far they are from an express office, and often have to pay 
express costs for the return of the parcel when it is not picked up by the 
addressee. Also, if the express charges or parcel-post charges are too much, 
which they now always are, particularly if packages are broken down to meet 
the size and weight limitations, they are often not accepted and are returned 
for that reason, and we have to pay the return charges. 

The restrictive legislation of Public Law 199 has the effect of setting up a 
trade barrier against the direct-by-mail seller in favor of the store merchant 
who in rural or suburban communities is not equipped to handle a diversity 
of products. 

Gentlemen, the seriousness of these matters to the economic life of the Nation 
cannot be overemphasized. 

These three bills—increased parcel-post rates—size and weight limitations— 
and proposed increased postal rates—each present an added burden to the oper- 
ations of our business already struggling to survive the higher costs of material 
and labor. Taken altogether the added costs cannot be absorbed. The result is 
a net loss, ultimately forcing us to cease operations and go out of the direct 
selling business. 

The Cuamman. The next witness is Mr. Rowland Jones. You are 
a Washington representative, are you not? 

Mr. Jones. Yes. 

The CHarrman. We are trying to take care of the people who are 
from out of the city, if we can. I know you have been here all the 
time. 

Mr. Jonrs. Mr. Chairman, I have been waiting since Wednesday. 
My schedule takes me out of town tonight. It will only take 10 
minutes. 

Mr. Murray. We should hear from those from out of town first. 

Mr. Tuck. I have‘a gentleman here from Richmond, Va., Mr. W. W. 
Beverley. He hasa short statement. I would appreciate it if he can 
be put on. 

The CuarrMan. We just took care of you, a very fine Virginian. 

Mr. Tuck. Yes; but we have more than one fine Virginian. 

The Cuarrmman. Mr. Davis? 

Mr. Davis. I also have one. 

The Cuamman. Allright. Just withhold your statement, sir. 

Mr. Corr. Mr. Chairman, I suggest that Virginia be taken care of. 

The Cuairman, All right. We will hear from Mr. Beverley. He 
does seem to have a brief statement. 

Mr. Bevertey. It certainly is. I am going to read it fast. 

The Cuarrman. Mr. Beverley is a representative of the West Vir- 
ginia Pulp & Paper Co. 


STATEMENT OF W. W. BEVERLEY, WEST VIRGINIA PULP & PAPER 
CO., RICHMOND, VA. 


Mr. Brveriey. I am W. W. Beverley, of Richmond, Va. I am Vir- 
ginia counsel for and am appearing specially on behalf of the man- 
faveanent of the West Virginia Pulp & Paper Co., at the request of 
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Mr. David L. Luke, Jr., its president, but with particular emphasis 
directed to three of the communities in which this company operates. 

In these 3 communities are produced between 150,000 and 200,000 
tons per year of paper for publishers and printers. 

The management of my company sincerely feels that the contem- 
plated rate increase will result in reduced consumption of these types 
of paper, and that the involved communities will seriously feel the 
impact of possible curtailment of production E these types of paper. 

The three communities are Williamsburg, Pa., Tyrone, Pa.. and the 
tritowns of Luke and Westernport, Md., eames with Piedmont, 
W. Va. 

Williamsburg is a community of about 2,000 people; Tyrone about 
10,000, and the tritowns of Maryland and West Virginia about 10,000 
people. All 3 communities are almost wholly dependent on paper 
production and in all 3 there is already a degree of unemployment, 
particularly serious in the tritowns of Maryland and West Virginia. 

Pulpwood for these three operations is produced in the rural areas 
surrounding. them in the amount of about one quarter million cords 
per year, which requires over 300,000 man-days of farm labor. The 
curtailment, if, as, and when it comes, will also affect this farm popu- 
lation and seriously reduce its primary source of cash income. 

It is the opinion of my management that the impact of increased 
cost will be felt most severely by the smaller publishers and printers, 
some of whom will perhaps be forced to suspend operations. 

West Virginia has asked me to emphasize that its interest is pri- 
marily in the welfare of the three communities involved, and to explain 
to you gentlemen that this is for the reason that the profitability of 
production of publication paper is already reaching the vanishing 
point, which is to say that the company is economically unable to 
absorb the impact through price reduction. 

The management of the company has asked me to express apprecia- 
tion to you gentlemen for the opportunity and privilege of appearing 
before you. 

The CyatrmMan. Thank you, sir. We appreciate your statement. 
Are there any questions on my right? Are there any questions on my 
left? 

Mr. Hagen will inquire. 

Mr. Hagen. You indicate there is already some degree of unem- 
ployment in the cities where you have operations. 

Mr. Bevertey. In the towns. 

Mr. Hagen. If these proposed increased postal rates go into effect, 
they will have an advance impact on second-class mail users and 
third-class mail users, they would restrict your operations in one or 
another, and you think that the mail would be greatly reduced and 
your employment will be decreased ? 

Mr. Bevertey. That is right. 

Mr. Haaen. I get this pomt, and you may see if I am right in this 
opinion, that farm papers because of this impact from increased postal 

rates, 20 percent previously and in addition 42 percent proposed, 
will have to use a poorer quality of paper or lighter weight paper to 
meet the additional cost. That would mean then in your business 
you would have to sell a lesser amount of weight as well as a poorer 
quality of paper, is that right? 

Mr. Bevertry. I think that is correct, sir. 
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Mr. Hagen. Therefore, your sales volume would be Jess and your 
yrroduction would be down? 

Mr. Bevercey. I have a list here showing 50 people—of course, the 
largest one here is Good Housekeeping, Cosmopolitan, House Beauti- 
ful, Women’s Home Companion, True Story, Sports, then of course 
Life is on here, Boy’s Life, Look, American Legion Magazine, Popular 
Mechanics Magazine. Now, on this sheet here is trade and religious 


publications. On this sheet here you will see the magazines, books of 
farmers organizations. I will be glad to leave this list with the com- 


mittee showing how many people that these three mills supply, if you 
wish. 
Mr. Hacen. One further point. In the case of third-class mailers, 


they use the paper or vi: irious kinds, fine coated paper lightweight 
paper, even lightweight or tissue paper. Their mailing of paper 
wo mo e creat] luced with this 50 percent increase in third-class 
mait or wv hat r tl amount may be. SO there again your sales and 


pro duction volume will drop. 

Mr. Brvertey. I really am_ not familiar with that. I am really 
pinch-hitting for Mr. Luke, who could not come. I am the attorney 
and these are the facts he gave me. 

Hacen. I am glad you brought out in the second paragraph 
of page 2 of your statement that in your opinion the impact of these 
increased postal rate costs will be felt more severely by the smaller 
businesses. That is your definite opinion, sir? 

Mr. Bevertry. We feel that way. 

Mr. Hacen. Do you also feel that many of them will have to sus- 
pend? In other words, the business will be destroyed if the drastic 
rates are put into effect 

Mr. Bever.ry. ig is the = opinion of the management of the 
West Virginia Pulp & Paper Co. 

Mr. Hacen. I appreciate your opinion, sir. Thank you. 

Mr. Beveriey. Of course, it is not my personal opinion. I am the 

ttonery, but what you said I think is correct. 

The C AIRMAN Mr. C anning from the State of Texas. 

Mr. Downy. He has been here. 

Mr. Bouron. I want to mention that Senator Danaher was here from 
Ohio. 

Mr. Tucr. I would like to ask unanimous consent to insert in the 
record the statement of Mr. James B. Cook. Jr. of Wake Forest, N. oy. 

The Cuarreman. Without objection, it is so ordered. 

(The statement is as follows:) 

STATEMENT OF JAMES B. Cook, Jn., WAKE Forest, , In Re H. R. 6052 

Tam a private citizen representing no other person, group, or organization. 
This statement is prepared at my own expense. It is submitted to you in this 
manner because of the fact that the public hearings were very limited in time for 
witnesses in opposition to the bill, and the chairman could not afford me an 
opportunity to appear. 

I hone that the committee will give full consideration to my statement, as all 
postal-rate hearings, including this one, have been practically devoid of testi- 
mony from the general public. 

My statement will be directed primarily to that portion of the bill providing 
for an increase in the first-class-nonlocal rate from 9 cents to 4 cents on the 
first ounce. 
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FIRST CLASS 


The problem as stated by the Postmaster General is this: The estimated postal 
deficit for 1954 is $594,000,000. This amount is to be reduced to $315,000,000 by 
Reorganization Plan No. 10 of 1953 and by administrative action on the part of 
the Postmaster General. The bill presently before you, which is endorsed by the 
Post Office Department, proposes to raise $240,500,000 of the $315,000,000 through 
rate increases, leaving a deficit of $74,500,000. 

Under the Post Office Department’s proposal, five-eighths of the total proposed 
increase, of $150,000,000, would be secured from first-class mail, with the re- 
maining $90,500,000 to come from domestic air mail, second-, and third-class 
mail, and books. 

For the fiscal year ending June 30, 1952, the revenues and expenditures of the 
varions classes of mail, as shown in the Postmaster General's annual report for 
that year, are as follows: 


Clas Revenues Exper tur Ex 8 Deficit 
First $840, 203, Of $700, $, OOF $49, 909, 000 
Domestic airmail 120. 588. 000 143, 029, 00K £92 441.000 
Seeond 51. 76. OM 293, 894. OU 242 18, OOO 
Thir 169. 715. 000 {60, 749, 000 191, 034, 000 
Fourth 484. 405, 000 635, 124.0 { 150, 719, 000 
Special service 189, 144, 000 | 254. 818. 000 4 65, 674, 000 


These figures conform generally to the pattern which has prevailed for several 
years. 

It is therefore apparent that the Department’s proposal is to raise the rate 
on a class of mail which has always heretofore paid its way and to recommend 
what amounts to a token increase on second- and third-class, which together 
couse over one-half of the postal deficit. 

The Department’s proposal would in effect continue the absurdly low rates 
to second- and third-class mail while forcing the general public, which uses 
first-class mail more than any other, to shoulder more of the burden of the 
deficit. 

Second-class mail consists of newspapers, magazines, and other periodical 
publications. Third-class consists mainly of circulars and advertising matter. 
The general public does not generate this type of mail: it is created largely by 
organizations and firms in business to make a profit. It is my view that those 
who generate these classes of mail should, with certain exceptions, pay the full 
cost of transporting their products through the mails. 

The Postmaster General himself says that if the proposed bill is passed, 
second-class will continue to lose $202 million per year and third-class $100 
million. Is there any reason for asking the general public to pay for this 
kind of loss? 

The Postmaster General on page 2 of his opening statement says: “It is right 
and proper that a greater share of the cost of carrying the mail be paid by 
the users of the service, to lessen the drain on the taxpayers’ pocketbook.” 

His recommendations, on analysis, achieve no such objective, but instead widen 
the disparity between the general user of the mails and those who generate the 
second- and third-class 

On page 22 of Postmaster General Summerfield’s statement, he brings out 
the fact that the cost of living and the cost of operating the postal service have 
climbed precipitously since 1932, when the last change in nonlocal first-class 
rates was made. From that fact he deduces the conclusion that the first-class 
rate should be changed now. 

Such a conclusion is to me irrelevant. What I am interested in is the fact, 
that, despite the increase in cost of living and of operation of the postal service, 
the first-class mail has continued to make its way, while the second- and third- 
class have contributed steadily larger amounts to the deficit, according to the 
Post Office Department’s own figures. 

Any time that the Post Office Department can show me facts and evidence 
proving that the first-class mail is losing money, I will favor an increase in 
the rates thereon. Until that time, and until a more realistic attitude is taken 
toward second- and third-class rates, I.shall oppose such an increase. 

The Postmaster General on page 23 of his statement says: “The cost to the 
average citizens (of the first-class increase) will be extremely small.” 
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I am sure that some of the members of the committee have read the news 
paper account of several days ago of the shooting of a deputy sheriff by a man 
in North Dakota as the result of an argument over the imposition of a 1-cent 
sales tax. My feeling about this proposed first-class mail increase is just 
about as strong. 

On page 24 of his statement, the Postmaster General says: “It is regrettable 
that the traditional subsidies which cause such great losses in the second and 
third classes of mail should make it necessary for us to increase the rate on 
first-class mail. But that, nonetheless, is the case. It is the only course we can 
take if we are to make a substantial reduction in our deficit and contribute 
to tax reduction.” 

That statement is a declaration of expediency, rather than principle, in setting 


postal rates It avoids making a strong and vigorous recommendation for raising 
the rates where they should be raised. That statement is a justification for 
punishing the general public rather than the large mail users. That statement, 


in effect, commits the Postmaster General to the position that he advocates any 
method of wiping out the postal deficit, even though injustices and inequalities 
between one type of mail user and another may be created 

The previous management of the Post Office Department never advocated an 
increase on first-class mail rates. Former Postmaster General Donaldson, in 
testifying on the bill which later became Public Law 233 of the Sist Congress, 
made the following statement: 

“T have never advocated raising first-class rates. * * *I am unalterably op- 
posed to increasing the postage rate on a class of mail that has been paying its 
way all the time and soaking the nsers of the first-class mail while you are doing 
nothing in the case of the low-revenue-producing mail that makes up the deficit.” 
That statement, to me, is just as true now as it was then. 

The proposal on first-class mail embodied in this bill is entirely without justi- 
fication and is not worthy of consideration. The Department’s entire presenta- 
tion of its case on H. R. 6052 is the weakest that it has ever made on a {rate 
increase, at least within the last 6 years, and this part of the proposal is the 
weakest. 

I am on the outside looking in. If you were an ordinary citizen, what concln- 
sions would you draw if the fact was made known to you that the Department 
was proposing relatively slight rate increases on large periodical publications 
such as Life, Time, Saturday Evening Post, and others, a great majority of which 
were supporters of the winning side in the last election, while at the same time it 
was proposing essentially a one-third increase on the mail which John Smith 
uses? 

The large second-class mail users have appeared many times in opposition 
to any increase whatsoever in rates and have accepted very grudgingly the small 
increase enacted by Public Law 233, which were the first increases in many years 
They have contended that the increases proposed would have an extreme adverse 
effect upon them. 

One such firm is the Meredith Publishing Co., of Des Moines. Iowa, which has 
testified before this committee and the Senate committee on several rate bills. 
There is a very interesting article in the Wall Street Journal of July 10, 1953, 
dealing with this company. The article estimates the revenues of the company 
at $388% million for fiscal 1953, an increase of 14 percent over the previous year. 
Stock earnings per share went from $2.28 to $2.45 over the same period. Mention 
is made of the company’s investment in television stations, begun in 1951 and now 
totaling $4 million. Its earnings from its broadcasting properties went from 6.1 
percent in fiscal 1952 to 12 percent in fiscal 1953. 

In 1949 and 1951, this company testified that the second-class increases then 
proposed, which I thought were very modest, would put them out of business. 

If I had this bill before me, I would make the following changes: 

(1) Eliminate the increase on first-class, 

(2) Increase second-class until the revenues are at least one-half of the ex- 
penditures and simplify the rate structure, which is practically incomprehensible. 
There is some justification for the idea that there should be low rates for 
periodicals to encourage the dissemination of information, 

(3) Inerease rates on third-class to the point that it pays its way. 

There are those who say that the Department should see how much it can 
reorganize and economize before rates are raised. ‘The size of the deficit makes 
it evident to me that the rates will have to be raised regardless of any economy 
or reorganization. But I want it done in a fair way. 
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The issues have been debated many times in prior hearings as well as this 
one. The only point is this: Are the rates on second and third class to be raised 
or not? There is only one real answer to that question 

I now turn to three topics intimately related to this problem 


COST ASCERTAIN MEN' 


Those who oppose rate increases will say that the cost-ascertainment system 
is faulty and does not give a true picture of the revennes and expenditures as 
apportioned toe various classes of mail. I think that the Postmaster General 
dealt very effectively with that argument in his opening statement. 

For myself, not having sufficient accounting experience or training to com- 
ment from a technical point of view, I can only say that during the years I 
have followed these rate hearings, I have not observed in the record at any 
time any fundamental detailed criticism of the theory or the operation of the 
cost-ascertainment system which would cause results greatly different from those 
now obtained. In the light of that fact, I believe that it must be used as a rate- 
making tool until something better is devised. 


ESTABLISHMENT OF RATES BY THE POSTMASTER GENERAL 


I understand that the proposal has been made thut the Postmaster General 
be granted the authority to set all postal rates, which authority he now pos- 
sesses with respect to the special services and, with the Interstate Commerce 
Commission, with respect to fourth-class mail. 

Such a proposal would permit the Postmaster General to determine the 
revenues he receives, which is one side of the picture only. If you wish to 
give. him complete authority to handle the finances of the postal service, you 
should also give him authority to control his expenditures by letting him set 
the wages of postal employees and giving him the power to determine rates to 
be paid railroads, steamship lines, and airlines for transportation of the mails. 
I do not know of any private business in which the board of directors gives the 
management the authority to set the price of the product but not the authority 
to set a wage scale for the employees. 

If, however, the authority to set rates is given to the Postmaster General, 
the legislation should stipulate that the rates be changed only on a showing 
that the cost of the service exceeds the revenues therefrom. The Postmaster 
General should not have absolute discretion, but instead should be required to 
conform to some standard. 

There are those who criticize the procedure whereby the Postmaster General 
may petition the Interstate Commerce Commission to change fourth-class mail 
rates. 1 like that procedure in that it forces the Department to go on record 
before an impartial agency. In my opinion, some such provision should have 
been incorporated in Public Law 233, which gave the Postmaster General disere 
tionary authority over the special services, 


IS THE POST OFFICE DEPARTMENT A BUSINESS OR A SERVICE? 


Over the years there has been considerable controversy as to whether the 
post office should be operated as a business or as a service. There are those 
who advocate, at one extreme, increases in rates sufficient to make all classes 
of mail pay their way, while at the other there are those who claim that only 
nominal rates should be charged and that any deficit should be made up from 
general tax revenues, since the service is for the benefit of the country as a 
whole. 

In my own thinking on this problem, I am continually returning to the simi- 
larities between accounting for colleges and universities and that for the postal 
service. I am employed as assistant bursar of Wake Forest College and in that 
connection have become quite familiar with institutional accounting. Institu 
tional accounting differs from commercial accounting, and the following excerpt 
from the book entitled “Financial Reports for Colleges and Universities,” pub- 
lished by the Unniversity of Chicago Press in 1935, are explanatory of the 
differences : 

“The fundamental objectives of educational institutions differ from those of 
commercial enterprises. In the first place, the activities of the latter are con- 
ducted for the purpose of realizing profits. The financial accounts and reports, 
consequently, are designed primarily for the determination of profits. Edu- 
cational institutions, on the other hand, are not so conducted. Their reports, 
therefore, must be designed to meet the needs peculiar to themselves. 
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“In the second place, the principle prevails in commercial undertakings that 
a large share of the assets may be used as security for the debts of the enter- 
prises. It is necessary, therefore, that the accounting systems for these enter- 
prises be maintained so that information regarding the valne of their assets may 
be available at any time In educational institutions, however, much of the 
property and, in many cases, all of it, can never be so used. 

“In the third place, there is a direct relationship between revenues and ex- 
penditures in commercial enterprises that is lacking in educational institutions. 
In commercial activities revenues are produced by expenditures; in educational 
institutions, however, except for the relatively small number of services which 
resemble revenue-producing enterprises, this relationship does not exist. Income 
is obtained independently of expenditures. 

“Furthermore, the income of educational institutions is practically fixed in 
advance. Budgetary control over all departments and activities is necessary 
in order to limit expenditures to available income. The chief purpose of this 
budgetary control is to control expenditures. In commercial enterprises budge- 
tary procedure, where found at all, is concerned mainly in controlling specific 
expenditures or with relating expenditures to a varying amount of income. 
Finally *. and this in many respects is the most important of all the 
differences between institutional and commercial accounting—educational in- 
stitutions operate under a system of private and public gifts and grants. Limi- 
tations of various sorts are very frequently attached to these grants, which 
restrictions must be observed in the expenditure of the money thus procured. 
One of the most important functions of the accounting system is to insure the 
observance of these limitations. Educational institutions must therefore pro- 
vide for the keeping of fund accounts—a provision which ordinarily finds no 
place in a commercial enterprise conducted for gain.” 

It seems to me that, with some modifications, that description of institutional 
accounting could well apply to the postal service. My own college charges the 
average student between 40 and 45 percent of what it costs to educate him, 
The full cost could net be charged—we would have no college if that price were 
to be charged. The difference, therefore, must be made up from gifts and grants, 
which is typical of most colleges and universities. 

The postal service bas similar examples in that it must carry penalty and 
congressional mail, as well as provide subsidies to the users of second- and 
third-class mail. The deficit resulting must be made up from general tax 
revenue. 

I do not believe that the postal service can be made entirely self-sustaining, 
but I do believe that it could come much closer to that goal than it does. 

The greatest problem in the postal service today is the efficient utilization of 
manpower. The Postmaster General is to be commended for his approach to 
this subject. The recent legislation for a new Assistant Postmaster General in 
charge of personnel, the decentralization to regional offices now under study, 
management surveys, readjustments of service in rural and urban areas, all lead 
back to one thing—efficient manpower utilization. 

I think that it is a reflection on the development of proper personnel standards 


and a career service that, of the 82,000 employees in the New York post -office, 
the Postmaster General could not find one suitable for appointment as acting 
postmaster at that office. The same is true of the post office at Chicago. 


The Post Office Department is a technical and service organization which 
should have only one policy: the efficient transportation of the mails in the 
most rapid and most economical way. To achieve that objective, every vestige 
of politics whatsoever should be removed from the service, by bringing the 
entire service, with the exception of the Postmaster General, under a true merit 
system, which should provide for filling some of the major executive positions 
by open competitive examination so as to bring talented people into the service 
at the top levels. 

No Congressman, Senator, or political committee should have any right, either 
by law or by tradition, to make appointments in the Post Office Department. It 
should be made a violation of law to permit civil-service registers to be cir- 
culated to anyone except the Civil Service Commission, the agency concerned with 
the appointment, and the competitors in the examination. It should be unlawful 
for the Post Office Department to solicit recommendations for appointments as 
is now done. 

The present civil-service system for the selection of postmasters is merely a 
shield of hypocrisy for an essentially political method. 
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Let me quote Hon. T. Coleman Andrews, Commissioner of Internal Revenue, 
in his testimony before a Senate Appropriations Subcommittee on April 7, 1953: 

“If you could go out tomorrow, if I could go tomorrow to the colleges and uni- 
versities of America and say, ‘Now beginning today we can give your graduates 
as good a shake as they can get anywhere in recognition of outstanding merit and 
in a real career service,’ I will guarantee to you that I could skim off the first 
15 percent of any college or university campus in America the best men they 
have.” 

The TVA Act of 1933 provides that the Tennessee Valley Authority shall be 
operated without reference to partisan polities in the selection of its personnel. 
I have been told that the TVA Board has followed that requirement very closely, 
sometimes to the extent that a letter from a Congressman or Senator acted as a 
bar to appointment rather than a recommendation for it. Would that not be a 
good principle on which the Post Office Department could operate? 

Before the Post Office Department ean convince the people of the country that 
it is being operated economically and efficiently, it has got to prove that its per- 
sonnel are selected for their ability and not on the basis of partisan politics. But 
until that day comes, it is a waste of time to talk about putting business methods 
into the Post Office Department. No business would select its key operating 
executives the way the Post Office Department gets its postmasters. 

The Cuamman. We want to recognize Atlanta, Ga., Mr. Richard 
Smith. 


STATEMENT OF RICHARD P. SMITH, EXECUTIVE VICE PRESIDENT, 
W. R. C. SMITH PUBLISHING CO., ATLANTA, GA. 


Mr. Smirn. Mine will be very short, too, Mr. Chairman. 

The Cuarrman,. We are happy to have you here today, and will be 
glad to have your opinions. 

Mr. Smirxu. Thank you, sir. My name is Richard P. Smith. I am 
executive vice president of the W. R. C. Smith Publishing Co. of At- 
lanta, Ga. We publish business magazines, and have since 1909, pri- 
marily Southern Automotive Journal, Textile Industries, and Elec- 
trical South. Of these Textile Industries is a national publication. 
That is, it serves the textile industry of the Nation. Southern Auto- 
motive Journal is a regional publication, It serves the automotive 
industry of the South. 

At the outset of my testimony I wish to associate myself fully with 
the testimony presented by Mr. Albert Kalmbach of the Smaller Mag- 
azines Postal Committee, of which organization our president, Mr. 
William J. Rooke, is a member of the policy committee. I wish to 
amplify a very important point raised in that testimony. I refer to 
the amount of postage paid by magazines in our category. 

With Textile Industries paying up to 4% cents per copy and with 
the average revenue from second-class publications being seven tenths 
of a cent per copy, according to post office figures, it can be seen that 
we are quite substantially pay ing our way now, even without any dis- 
count for deferred service. That is why, having taken a 20 percent 
increase in the past 18 months, we find it diffic ult to understand whi 
we should now be asked to take an additional 42 percent. 

Despite the fact that Textile Industries, having a circulation of 
19,300 copies per month, is a national publication, 95 percent are 
distributed within the first five postal zones and 59 percent are dis- 
tributed within the first four postal zones. So it is not the longer 
transportation hauls which produces the higher per copy income from 
Textile Industries. It is the fact that the pound rate for advertising 
matter is sufficiently high to have the publication within that class 
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of periodicals paying their way because of zone rates on medium hauls 
for their advertising portions. 

Southern Automotive Journal, with a circulation of 21,000 copies 
per month, pays slightly less than 3 cents per copy. This magazine 
is almost entirely regional, and 70 percent of the magazine 1s dis- 
tributed in the first four zones. Thus, even though the per copy con- 
tribution of this magazine is a little less, it is also true that this pub- 
lication, because it does not travel far distances, costs less for trans- 
portation. Presumably it might even cost less than the national aver- 
age for transportation. 

“Fr ‘ankly we deplore the haste with which this bill must necessarily 
be considered. There are admittedly many inequities in the present 

rate structure which are simply going to be perpetuated if the current 
bill passes. Perhaps we need some redefinition for all classes of mail. 
If you legislate this bill now, you will carry into law the same incon- 
sistencies we now have. It would be my ot that the House com- 
mittee would now meet fully with the Senate committee to the end 
that in cooperation with the Post Office Department, the general 
public, and the users of the mails, postal thinking which presents the 
greatest good for the greatest number, is finally developed. That is 
what we need. 

If rate increases are then recommended as a result of such considera- 
tion, the W. R. C. Smith Publishing Co. will support such increases. 
Thank you. 

The Cuatrman. Thank you, sir. We want to know that you are 
very ably represented on this committee, as well as in the Congress 
of the United States. 

Mr. Smiru. We certainly know that, sir. 

The CuarmrmMan. You are very fortunate to have such a man repre- 
senting you in the Congress. 

Mr. Davis. Thank you very much, Mr. Rees. Thank you also for 
taking Mr. Smith in the order in which you took him. 

If 1 may be permitted an observation, I want to thank you, Mr. 
Smith, for presenting the experience of your good company here. I 
think it is a real contribution to the information which we are seeking 
in connection with this investigation. I am certainly glad to see 
from your testimony that your publication there is one which is sub- 
stantially, if not entirely, paying its way. 

Mr. Smira. Thank you. 

The Cuamman. Are there any other questions or observations on 
my right? On my left? 

Mr. Gross. Mr. Smith, you have come quite some distance to testify 
here. I assume that you would be desirous of appearing before the 
Post Office and Civil Service Committee in the Senate. Have you 
been notified in any way that the Senate committee is going to hold 
hearings on postal-rate increases ? 

Mr, Surru. No, sir. 

Mr. Gross. Thank you. 

Mr. Hacen. I commend you for your closing paragraph. In other 
words, you are willing to just about accept any y findings of the Senate 
investigating committee making a study of the Post Office _Depart- 
ment at this time. In other words, if they find that some increases 
are necessary after exploring the whole situation, you would readily 
accept their suggestions and proposal ? 
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Mr. Smirn. You say at this time? 

Mr. Hagen. No; when they come out with the full story. 

Mr. Smiru. Yes. I think this is in too great a hurry. I do not 
think proper testimony is going to be taken, proper people consulted. 

Mr. Hacen. You think this is a sort of rush business. 

Mr. SmirH. I agree with that. 

Mr. Hacen. I am inclined to agree with you. 

The Cuarrman. Thank you, sir. 

Now we have Mr. Bringe, from Milwaukee, of the Milwaukee 
Brush Co. 


STATEMENT OF PAUL J. BRINGE, SALES MANAGER, MILWAUKEE 
DUSTLESS BRUSH CO. 


Mr. Briner. Thank you. I did not think I would live to get in this 
chair. 

My name is Paul J. Bringe, sales manager of the Milwaukee Dustless 
Brush Co. I am here today to offer testimony on the postal-rate- 
increase bill in behalf of the Milwaukee Dustless Brush Co. I am 
sales manager of this company and am an employee only. I do not 
hold stock of any kind and I am paid a salary only, that is, I do not 
receive a bonus or commission based on profit performance. 

I tell you that because of information I will give you later. 

The Milwaukee Dustless Brush Co. is a typical small-business opera- 
tion. Its yearly sales during the past 5 or 6 years have amounted to 
roughly $600,000 per year. The company was established in 1899, 
years ago. We manufacture floor ate exclusively, and sell di- 
rectly to our customers all over the Nation. These customers are 
largely industrial firms, some commercial and service establishments, 
and the transportation industry. We have approximately 45,000 reg- 
ular customers. They purchase from us anywhere from 1 to 500 
brushes at a time. 

Up until 1943, this company sold its products through commission 
salesmen operating all over the country. Just 10 years ago, in 1943, 
we found that we were losing salesmen to the draft, to war industry, 
and because of tire and gas rationing. We could not recruit new men 
because of these same conditions and after some experimentation we 
decided to use bulk third-class mail to offer our products to American 
industry. In doing so, we immediately released all of our salesmen 
who were presumably absorbed into the war effort in one way or an- 
other. Selling by mail has been successful for us because it enabled 
large industry to deal directly with us instead of interviewing sales- 
men, which they seemed to feel was a waste of time on a purchase as 
small as a floor brush. It enabled us to supply brushes to firms and 
individuals living in very small towns and out of the way places who 
were not then served by Railway Express offices and are not today. 
The postal service through third-class bulk-mailing privileges and 
through fourth-class service has enabled us to distribute our products 
throughout the Nation in competition with 700 other brush manufac- 
turers. We could not today hope to reach these customers through 
commission salesmen or any other form of distribution as the alterna- 
tive methods are far too expensive to the customer and to us. 

The scheduled increase in fourth-class rates will be a burden on our 
customers and will inhibit our sales considerably, as our customers 
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pay all transportation charges. Many of our customers live in com- 
munities where there is no other service in addition to parcel post and, 
therefore, in spite of increased costs, they must use this means of 
securing the commodity they need. 

The produc ts which we manufacture and sell are essential indus- 
trial maintenance tools, During the last war, the War Production 
Board considered our production important enough to warrant our 
having an AA-1 priority for securing production materials. This 
was given to us in spite of the fact that we had no direct war contracts. 
We supplied brushes to firms who were in turn manufacturing war 
goods. <A list of our customers will look like the bluebook of American 
industry. We sell our products to such firms as United States Steel, 
Anaconda Copper, Reynolds Aluminum, Aluminum Company of 
America, Minnesota Mining & Manufacturing, Remington Rand, 
Westinghouse, International Harvester, Fairbanks Morse & Co., and 
thousands more of a similar size. In other directions, we sell our 
brushes to such small operations as one-room schools in remote rural 
locations, and to small-town furniture and department stores, gaso- 
line stations, hospitals, and similar enterprises. Between 100 and 200 
Army, Navy, and Marine Corps installations in this country purchase 
brushes directly from us. I am proud to say that the Post Office 
Department itself purchases brushes from us for washing its trucks 
and other vehicles. The point I want to bring out is that all of these 
customers, including the United States Post Office, have purchased 
from us as a result of third-class mail we send to them, without re- 
quest on their part. We feel that third-class mail, in addition to 
being a method of distribution for us, has rendered a real service to 
all of our customers, including various branches of the United States 
Government, and we believe that anything that restricts the use of 
third-class mail harms not only our operation, but all of the firms 
and individuals who are at present buying from us. 

A recent bulletin issued by the Research Institute of America points 
out the tremendous amount of sales necessary today to overcome even 


slight increases in operating expenses They point out, for ex rampie, 
that to overcome $60 a month in oper: ating empenees required $ 535,000 
a year in gross sales. This is assuming a net operating pro fit of 2 


percent after taxes. 

Using this line of reasoning, I would like to point out what the 
proposed increase in third-class rates would mean in the operations of 
the Milwaukee Dustless Brush Co. In 1950, my company had a net 
profit on sales after taxes of 7 percent. In 1951 this net profit on sales 
after taxes dropped to 6 percent. In 1952, during which we operated 
6 months under the old third-class bulk rate of 1 cent and 6 months 
under the new rate of 114 cents per piece, our net profit on sales after 
taxes dropped to 414 percent. I do not believe a net profit of 414 per- 
cent after taxes is an unreasonable one, particularly in a small- business 
operation that does not have the resources to protect itself against 
business reversals. 

The proposed increase in third-class rates would cost, us $16,000 
of additional expense. If we want to recapture this cost by means 
of increased sales without increasing prices, we must, show an imme- 
diate sales increase of 27 percent over our present level. In other 
words, we must increase our sales $160,000 a year. . If we fail to do 
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this, our net profit after taxes will drop to 3.3 percent on sales, assum- 
ing that all other factors are equal. With such a profit figure, in- 
cluding the risk involved, it is reasonable to suppose that the owners 
of the business, those who have put up the capital, would consider 
liquidating and investing their money in tax-free bonds. I am con- 
cerned with that, since I am an employee. 

The Milwaukee Dustless Brush Co. has an actual appraised value as 
of today, established for insurance purposes of approximately $320,000. 
This amount of money invested in tax-free housing authority bonds in 
the city of Milwaukee, yielding approximately 314 percent interest, 
would yield a tax-free income to the present owners equal to the profits 
on sales they can expect to receive next year under the proposed third- 
class rate. Should they choose to do this, they would suffer no loss 
in income and would be finished with all of the headaches, grief, and 
risk that is a part of any operating business today. 

However, what would happen to the 30 people employed directly 
by the Milwaukee Dustless Brush Co. and the annual payroll of ap- 
proximately $155,000? This payroll would be wiped out completely 
and, of course, many jobs now offered by our suppliers as a result of 
business received from us would be lost along with such payrolls. The 
net loss to the economy as a whole would be considerable and would, I 
am sure, far exceed the $16,000 in additional revenue that the post 
office would gajn from our company. 

Bear in mind that this $16,000 of additional revenue would actual- 
ly be a net revenue to the Government of only $7,200, because of lower 
tax receipts on the part of the Treasury Department. In effect, then, 
a part of the postal deficit, roughly 50 percent, that would be over- 
come by this rate increase woulk 1 be transferred direc tly to the Treasury 
Department in the form of lower tax revenues. 

This is the effect the proposed rate increase would have on just 
one company and I have not touched on the possible effects of the 
first-class rate increase. You have heard testimony from others and 
I am sure you will hear more detailing similar mraetnons throughovt 
the country. I feel safe in saying that there are at least 3,000 more 
small business firms like ours that are ssndetiel on third-class mail 
for all of their distribution, who would be damaged just as severely 
as we will be by the proposed rate increases. I want to speak a bit 
about the Carlson committee. 

Zarly this year the Senate set up a special subcommittee of civilians 
known as the Carlson committee to review the postal situation. From 
what I have heard of the work of this committee so far, it is making 
real progress and I am told that next January 31 it will submit a re- 
port with recommendations on how to reduce the postal deficit and 
increase post office efficiency. More important, it will probably 
emphasize what is so often forgotten—the economic welfare of our 
Nation depends greatly on our vast postal service. The greater the 
volume of mail, the greater our prosperity. I want to strongly recom- 
mend that no action be taken on postal rates by this Congress until 
you gentlemen have the benefit of the Carlson committee report. A 
delay of approximately 6 months in enacting rate legislation, which 
is what is involved here, certainly seems to be well worthwhile in 
view of the great damage that could be caused to many business en- 
terprises by “enacting a hastily constructed rate bill. All business 
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indicators today point up the fact that inflation is finished and that 
no further price boosts can be passed on to the American public. In 
view of this, I feel it is the very worst time for postal rates to be in- 
creased, particularly without a very careful study of the far-reaching 
effects such rate increases will have on all segments of the business 
economy. 

Thank you. I am ready for any questions, if you have any. 

The Cuamman. Thank you. Questions on my left? On my right? 

Mr. Davis. I want to ask a few questions. 

The CuatrrMan. Judge Davis is recognized. 

Mr. Davis. Mr. Bringe, I was interested in what you said here 
about an increase in cost of $60 per month requiring $35,000 addi- 
tional gross sales per year to overcome it. Is that a correct figure? 

Mr. Brince. That was taken from the most recent copy of the Re- 
search Bulletin. I have it in my room at the hotel. If you want the 
exact mathematics, I will see that you get it. That is assuming a profit 
after taxes of 2 percent. I figured the mathematics myself, and it does 
come out. 

Mr. Davis. Does that correspond with the illustration which you 
gave here of an increase in your own taxes of $16,000 requiring an in- 
crease in your sales of $160,000 a year? While I have not figured it, 
it looks to me as though there is some discrepancy there. 

Mr. Brine. There is not, if you assume that a profit after taxes 
of 41%4 percent means that you have made profit before taxes of 
approximately 10 percent. “The tax rate, Wederal, and in our case 
State, is about 55 percent. So if a profit before taxes is 10 percent, to 
recover an expense of any kind, you must do 10 times the volume of 
business to get it back. 

Mr. Davis. I have not figured it, as I said, but it looks as though 
py was some discrepancy when one increase which amounts to 

720 a year would require gross sales of $35,000 to overcome it, and 
an increase of $16,000 a year requiring a gross sales of only $160,000. 

Mr. Brincr. The difference is our profit before taxes is presumed 
to be 10 percent in our case. 

Mr. Davis. You have figured it then and those figures are correct? 

Mr. Brince. That is correct, sir. 

Mr. Morray. What is the capital stock of your company? 

Mr. Brinex. I do not know. I gave you the net worth figure. That 
is a net worth of what the tangible assets could be sold for today to a 
prudent buyer. 

Mr. Murray. What is your yield per day on your capital stock, not 
on your sales, but on your ¢ apital stock ? 

Mr, Briner. You can turn it into a yield on the tangible net worth 
of $320,000. 

Mr. Murray. What is the capital stock, though? 

Mr. Brinee. I am not familiar with it, sir. 

Mr. Murray. You say here on page 3: 

The point I want to bring out here is that all of these customers, including 


the United States Post Office, have purchased from us as a result of third-clasg 
mail we sent to them, without request on their part. 


Mr Brinee. Yes, sir. In other words, we mail to lists of probable 
buyers. 

Mr. Murray. You buy a list of names? 

Mr. Brrnoe. Yes, and then send the mail to them. 
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Mr. Murray. Thank you. 

The CuamrMan. Any questions? 

Mr. Gunser. I have a brief question. On page 4 at the top of the 
paragraph, you say, “The proposed increase in third-class rates would 
cost us $16,000.” “You go on to say you would have to increase your 
gross sales by $160,000 a year in order to compensate for that. Have 
vou arrived at that $160,000 on the basis of what is on the previous 
page, namely, that to recover $60 a month in operating expenses you 
must increase gross sales by $35,000. 

Mr. Brinoe. No; that figure of $60 a month and $35,000 sales is taken 
from the Research Institute report, and has no relevance to our 
business. 

Mr. Gunser. That is 2 percent after taxes, and the minimum you 
have made is 41% percent after taxes. 

Mr. Brrnce. That is correct. 

Mr. Gussrr. Does your cost-ascertainment system in your business 
or your cost-accounting system indicate to you, as I believe you have 
tried to imply to us, that the reason for your drop in 1951 in your net 
profit on sales after taxes from 6 percent to 414 percent in ‘the suc- 
ceeding year, that the sole reason for that was the increase in postage 
rates from 1 cent to 11/ » cents? 

Mr. Brince. That is correct, sir. 

Mr. Gupser. Your cost accounting system indicates that is the sole 
reason for the drop from 6 to 414 percent ? 

Mr. Brnoe. I will say the major reason. Let us call it 95 percent of 
the reason. 

Mr. Gupsrr. Ninety-five percent ? 

Mr. Brince. Yes, sir. 

Mr. Gurnsrr. That is a very amazing statement. I wish you had the 
figures here to elaborate on it a little bit more. 

Mr. Briner. Let me express it this way. At the 1-cent bulk rate we 
spent $32,000 on first-class postage. At the 114-cent bulk rate, we 
spent $15,000 more. It is right there; $16,000 will translate itself into 
that drop in profit. 

Mr. Gusser. No other factors of gross sales could enter into it? 

Mr. Brince. Our gross sales have held constant for the past 5 years. 
I have a ceiling I cannot break through because of production difficul- 
ties. SoIam held on both ends of the stick. 

Mr. Gusser. It is still an interesting statement. If you have any 
elaboration I would like you to send it to me privately. 

The Cuarrman. The State senator from Ohio, § Senator B. F. Dan- 
ner, president of Danner Press of Canton, Inc., is here. He would like 
to make a brief statement. 

Sir, I want you to know that you are very capably represented on 
this committee by two members from the State of Ohio, Mr. Reams and 
Mr. Bolton. 

You may proceed, Senator. 


STATEMENT OF FRED W. DANNER, DANNER PRESS OF CANTON, 
INC., CANTON, OHIO 


Mr. Danner. Chairman Rees and members of the committee, my 
name is Fred W. Danner. B. F’. Danner is my son. We are in the 
printing business in Akron and Canton, Ohio. I also serve as a senator 
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in the Ohio Assembly. In my plant we employ approximately 375 
people. We have 11 different unions and 11 different contracts, both 
ClO and AFL. ae have not had a strike in 30 years’ operation. 

One-half of our business is printing comic books. We have ap- 
proximately $1 million invested in machinery, one-half of which is 
devoted to printing comic books. This one-half will be seriously af- 
fected (if not eliminated) by the postal increases contained in H. R. 
6052, section 2, subsection (c) page 5, line 24, to page 6, line 3, in- 
clusive. 

This bill, if passed as written, so our customers tell us, will not en- 
able them to continue to publish comic books, because it will necessi- 
tate an increase in the sale price of a book to 11, 12, or 15 cents, which 
in their judgment is not feasible. 

The price of 10 cents, or a thin dime, for comic books is so ingrained 
in the American mind, both adult and youngsters, that our publishers 
cay sales will fall off to a point that it would no longer be profitable 
to continue publishing comic books. An effort was made sometime ago 
to raise the price to 15 cents per copy. It proved to be a dismal fail- 
ure. Regardless of how one may feel about comics, the fact still re- 
mains that people of their own free will and accord step up to the 
newsstand and purchase 50 million copies each month. They are not 
forced to take our enemies in a package deal. 

Our plant sends thousands of overprints free to children’s hospitals, 
rest homes, infirmaries, to soldiers, and the Salvation Army in Korea 
and other similar organizations each month. No doubt many other 
printers and publishers do likewise. 

We receive almost daily letters of thanks from children in childrens’ 
hospitals, old people in rest homes, the Salvation Army in Korea, and 
the soldier boys themselves, telling us how comic books help-to while 
away time in foxholes at the front. We do not deny the right, or good 

judgment of the post office in trying to secure more revenue for this 

epartment, and as a corollary, to the entire governmental economy. 
But I would like to point out to the committee that unbeknownst to the 
Post Office Department, and the Government in general, they may be 
robbing Peter to pay Paul. 

We print about 20 different comic books a month of almost 300,000 
to 400,000 each. Our publishers or customers tell us that if this in- 
crease from one-eighth to one-half cent per single copy prevails, that 
this would cost them approximately $300 per issue, or $6,000 per 
month for 20 books or $72,000 per year. 

This then is approximately the maximum the post office could se- 
cure from our plant through this increase if our publishers continue to 
print these items at all. From our plant, the Federal Government se- 
cures slightly over $300,000 per year in corporate taxes, personal in- 
come taxes of employees, and other Federal taxes. By the enactment 
of the bill in its present form, the post office, or the Government, is 
anticipating additional revenue of $72,000 per year at the risk of 
losing slightly over $150,000 per year if these items.are discontinued. 

This could probably be multiplied many times. Is this a well-calcu- 
lated risk? The thought may be that presently 100 of these books are 
mailed and delivered by the Post Office Department for 8 cents, but 
such is not the whole fact. These books are not individually addressed 
and individually delivered. They are shipped in bulk from our plant. 
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Very, very few are shipped individually—perhaps not 5 percent. The 
preponderance of the bulk shipments are from 100 to 150 copies. They 
are not individual subscriptions. They are shipped in bulk to news- 
dealers, who place them on the newsstands, and the fact that 50 million 
are bought voluntarily each month prove there is a demand for these 
books. 

If the committee sees fit, we have no objection to raising the indi- 
vidual or single-copy rates from one-eighth to one-half cent, but would 
be grateful if a member of the committee would offer the following 
amendment of the minimum charge, and that the following be the 
amendment. On line 6, page 3, after the period following “unad- 
dressed copies” insert the following: 

Note.—In the application of this charge, the word “package of unaddressed 
copies” shall refer to a single package, addressed to one consignee, containing 
more than one copy, none of which are individually addressed. 

Or some similar amendment to effect this objective could be offered. 
It is our belief this would be satisfactory to the Post Office Depart- 
ment. If this amendment were to prevail, it is our belief, and our 
experience, that the Post Office Department would receive, rather 
than one one-half cent per copy, 30 to 50 cents per bundle, depending 
on the postal zone or destination, inasmuch as our books prepon- 
derantly are shipped in packages of 100 to 150. 

We humbly ask the members of this committee to grant ourselves 
and hundreds of other small-business men this relief from H. R. 6052. 

The Cuarmman. Thank you, Senator. You have made a very for- 
cible statement. 

Mr, Atexanper. Senator, this bill deals with first-class and second 
and third class. What is your feeling about the rate of the first-class 
mail, assuming it already pays its way as aclass? Do you feel that 
it should be raised or not? 

Mr. Danner. I have not gone into the bill to that extent. I merely 
went into that part which affects us considerably. 

Mr. Arexanper. Then the raise from 3 to 4 cents would not affect 
you in your business. 

Mr. Danner. Not as much as this class would, sir. 

The Cuarrman. Thank you, sir. 

Mr. Frank Davenport, representing the Doehla Greeting Cards, Inc. 


STATEMENT OF FRANK DAVENPORT, DOEHLA GREETING CARDS, 
INC., NASHUA, N. H. 


Mr. Davenport. I am sales manager of the Doehla Greeting Cards, 
Inc. In order to save the time of the committee and my own, too, I 
would like to request the chairman that my statement be incorporated 
in the record and I will merely highlight it. 

The Cuarrman. Proceed, sir. 

Mr. Davenport. In addition to speaking for Doehla Greeting 
Cards, Inc., I am speaking for distributors located in 28 different 
States and 11 other companies who are primarily our competitors and 
folks who do not handle our merchandise. I am speaking for about 
two-thirds of the direct selling greeting card industry and all of them, 
including my own company, are classified as small business. 

We are interested in all three classes of mail represented in this 
bill in that the sale of our product brings to the Department some $88 
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million a year in first-class revenue. On second-class mail, our in- 
terest is very considerable, because all of our recruiting and advertis- 
ing is done by magazine and Sunday supplements. In third-class 
mail all the ¢ companies in our industry are very heavy third-class mail 
users for recruiting and promotion. 

On fourth-class mail, which is not covered by this bill but does 
affect the postal deficit, with which we are ali concerned, we pay some 
$534, million collectively per year. That is, we did last year. 

In the current year, thanks to truck freight and drop shipping, we 
will have paid a parcel bill of about 25 percent less. 

Reading H. R. 6052 and the Postmaster General’s statement on 
the bill, and recalling the details of the recent parcel post hearing, we 
are very much concerned about the current thinking in the Post Office 
Department and the possible consequences of it for our business, and 
for the public in general. One of the things that puzzles us consid- 
erably is the use of the cost-ascertainment system in establishing postal 
rates. 

We have read in the justification of this bill that first-class mail is 
the only class of mail that pays its way and shows a profit, according 
to the cost-ascertainment system. Yet there is a proposal before this 
committee in this bill to increase that rate by one-third. 

In the second-class mail, relative to the deficit attributed to second 
class by the cost-ascertainment system, the proposed increase is 
pathetically small, 

In third-class mail, the same story again. The cost ascertainment 
shows a substantial deficit and the increase proposed does not cover 
the deficit. 

In the fourth-class mail, the Department has consistently held that 
the cost-ascertainment system, and no other consideration is a firm 
basis for rates. 

Gentlemen, we are using a rubber ruler to try to measure these 
things. If the General Accounting Office feels that the Post Office 
Depa irtment’s accounting system is as inadequate as House Report 367 
points out, and if such an authority on the subject as Senator Frank 

Carlson of Kansas does not feel that the cost-ascertainment system is 
aoa ite, then not being an expert myself, I will go along with those 
two authorities on the subj ject, and say that I ne ither like nor trust 
the system, as it is set out. 

Nor do I understand the applications of it that are attempted to 
be made here, and in other postal bills. For third class, our own 
mailings, we feel at 114 cents per piece at the present rate we are 
paying at least enough, “and perhaps more than enough to cover: the 
cost of these mailings. The last of the mailings I made for my 
company in the last hi alf of the year, I have analyzed. 

Here is the way they work out. To the nearest whole percentage, 
2 percent of all the mailings in the half-year paid 48 cents or less per 
pound, That is ator below the first-class rate. Sev enty-three percent 
of these mailings paid 48 cents to a dollar per pound; 20 percent of 
them paid $1 to $2a pound, and 5 percent of them paid over $2 a pound. 

Now, bearing in mind when the Post Office Teometubint gets our 


third-class mail it is sorted, labeled, sacked, and is handled to the 
city of destination, not piece by piece as is first class, but as a bundle 
of anywhere from 10 to 500 pieces in a bundle, we are inclined to 
wonder whether the system that treats with the cost per piece on 
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third-class mail that is handled partly as common matter and partly as 
piece matter is being properly considered. 

Now, if the rate is increased, our industry is going by reason of 
economic necessity to have to decrease our use of third-class mail for 
recruiting and increase our use of media advertising space, radio, 
television. What the Post Office Department loses in ee way of 
volume because it is unable to cut in the way of overhead, it is just 
going to add to the postal deficit. The Post Office De asm bs nt’s loss 
will be the publishers’ and the radio stations’ gain. 

1 would like to add that obviously in spite of all the interesis of 
the witnesses that appear before this committee and the committee 
members, irrespective of the merits or demerits of the Post Office 
Department’s cost-ascertainment system, one fact cannot be denied, 
and that is that the income of the Post Office is here and its outgo is 
here. Wherever it is going, there is a deficit. If it is the wish of 
the Postmaster General and of this committee to reduce or eliminate 
the postal deficit, there is very little I can say in opposition to it. I 
do respectfully and urgently recommend that instead of the relatively 
precipitous action represented by this bill, the unbalanced character 
of these rate increases, that the committee await the report of the 
Senate Postal Committee, and then for heaven’s sake do something 
which has not been done since the first postal bill in 1781. Let us 
decide first of all that the Post Office Department should or should not 
have a deficit. If it should not have a deficit, let us raise the rates 
equitably across the board to eliminate it, and stop this round-and- 
round rat race every year. It costs us too much time and money. If 
the Post Office Department should have a deficit, let us decide in 
dollar terms, percentage of appropriation, or any other basis you 
choose, but for heaven’s sake, establish it. 

The one difficulty that we business people have is not so much the 
rate increases; government and businessmen hs ave been arguing oppos- 
ing points of view since before the time of the Caesars, and invariably 
if. you lay down a line so that we know what to plan for, what to 
expect, rather than guessing what is coming next we will manage to 
get along no matter what you do to rates. 

My company is not going to go out of business, but it may stop 
being a mail-order company. However, a good many of the smaller 
firms in my industry, a good half, at least, in the face of the 100-percent 
increase in parcel-post rates in the last 5 years, a 50 percent in another, 
33-percent increase in third-class rates, the latter being proposed in 
this bill, the effect of your second-class rate increase on our adver- 
tising expense is just squeezing out the smaller fellows, and the net 
result of the postal policies in the postwar period. 

There has been a tendency toward concentration in fewer and fewer 
hands of more and more sales and capital in my business. Contrary 
to most Government policy, you are tending toward a monopoly in 
the direct-selling greeting-card business. It is just as inevitable as 
sunrise tomorrow. I know you do not intend it, but that is what is 
coming out of it. 

I believe that is all I have to say. 

Mr. Downy. I think you have touched on something I have said. a 
number of times over the past years. I have a great deal of confidence 
in American business. If the rules are set down and you know 
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what they are you are going to get by. If they keep changing the 
rules on you, that is where it hurts. 

Mr. Davenrort. That is right. 

Mr. Hacen. As I see it, then, your deduction will be that these 
drastic increases going into effect will make big business bigger, sniall 
ones smaller or eliminate them entirely. 

Mr. Davenrorr. That is right. We are big enough that we can 
take our troubles as they come. 

Mr. Hacen. In addition to being harmful to small business, it is 
directly affecting little people and little folks throughout the country 
who are attempting to make a living or extra money selling these 
produc ts. 

Mr. Davenport. For industry, 1,600,000 of them. 

Mr. Hagen. Are there that many salesmen ? 

Mr. Davenport. Yes, sir. 

Mr. Hacen. With the drastic increase on third class, it will be 
difficult to hold your prices low enough to allow these persons to 
sell at sufficient profit to make a living. 

Mr. Davenrorr. That is right. Also the smaller businesses who 
do sell to many of these people themselves have a very high break- 
even point. This increase we are talking about comes out of that 
very thin slice above the break-even point, and drives them down close 
to the danger level. 

Mr. Hagen. The mailing cost portion of your business is relatively 
ie enero to most businesses ? 

Davenrort.. At the moment it is exactly 10 percent for parcel 
1p st sii seve r ighths of 1 percent for other classes of mail. Erffee- 
tive October 1, that 10 percent will rise to 13.6 percent. 

I would like to make in connection with that point, sir, the fact 
that the range of profit before taxes in our business is about 1 to 
6 percent; normal expectancy ranges around 414 percent. Out of 
a budgeted 414 percent profit this year, we are hitting just about 
on the nose every ot we are going to have to give up 3.6 percent 
and leave less than 1 percent at year’s end. That is due to this cur- 
rent parcel-post increase. 

Mr. Hacenx. With so many of the firms you are associated with, 
or in the same type } Or business as you are, working on a very marginal 
amount of profit, close to borde rline of losses, an impact of increased 
rates at this time on top of what they have had would be very dam- 
aging to them. Do you think very many of them would have to go 
out of business? 

=! Davenport. The smaller and weaker ones have to. A good 
case in point: one of our larger distributors, well financed, run by an 
inte Nige nt gentleman of 20 years’ experience, one of the better, more 
capable men in the business, last year did $2 million worth of volume 
and lost $20,000. He did not make any mistakes. The money was 
just not there. 

Mr. Hagen. Do you have any specific cases of firms going out of 
business because of these increased rates ? 

Mr. Davenporr. Yes. In the last 12 months, 11 have dropped. 
They have been smaller distributors, the kind as I point out here in 
my statement—95 of these distributors—about half of all in the 
country we deal oe T know them personally face to face. I know 
the details of each of their businesses. The bottom half of that list 
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included in the appendix to my statement are going to be fatalities 
under present and continued postal policies. If we keep up the way 
we are going they are done for. 

Mr. Davis. I move we adjourn. 

The CuatrMan. The committee will meet at 7 o’clock topight. 

(Thereupon at 12:10 p. m., a recess was taken until 7 p. m., the 
same day.) 

EVENING SESSION 


(The hearing was resumed at 6 p. m.) 

The Cuarrman. James 8. Lyon? It is my understanding that he 
wants to testify, because he has to catch a plane. 

But first, we will recognize the gentleman from Wisconsin. 

Mr. Wirnrow. I would like to have pli aced in the record ; t this 
point, Mr. Chairman, with your permission, a st: wee by Mr. S. T. 
Barkman of Berlin, Wis., who is chairman of the National Associa- 
tion of Advertising Publishers. Mr. Barkman is a very eminent pub- 
lisher of the State of Wisconsin. 

The CrarrMan. We appreciate receiving the gentleman’s state- 
ment, and it will appear in the record. 

(The statement referred to is as follows :) 


TrstrMony BY S. T. BARKMAN, BERLIN, WIS., LEGISLATIVE COMMITTEE CHAIRMAN, 
NATIONAL ASSOCIATION OF ADVERTISING PUBLISHERS, REQUESTING 1-CENT MINI 
MUM PosTAL RATE FOR SHOPPING GUIDES 


Mr. Chairman, I represent the National Association of Advertising Publishers, 
the trade association of the small, free circulation weekly shopping newspapers, 
published in about 500 small communities throughout our Nation. More than 
100 of these small community papers are members of our association, of which 
I am a past national president and present legislative committee chairman. 

We feel that postal rates should not be revised upward across the board until 
the Senate committee now conducting a study of postal rates has had the oppor 
tunity to report the results of their study. We understand that this report is 
likely to be made in February of 1954. 

We agree with the Postmaster General, Mr. Summerfield, that the American 
people deserve the finest kind of postal service at the lowest rates possible 
through economical and modern management techniques and that the Post Office 
Department should be relieved of subsidies over which it has no control and 
that the Department should be reimbursed for free services provided to other 
Federal agencies, but we do not agree with the Postmaster General that postal 
rates should be temporarily adjusted at any time. 

If new postal rates are to be established at this time, we believe our small 
shopping newspapers should be separated from the balance of third-class matter 
and that the rate for these weekly community papers should be low in keeping 
with the very low actual cost-of handling and distributing them. Just a mo- 
ment’s thought is all that is needed to understand that these papers are handled 
at very little expense to the Post Office Department. They are mailed to all 
homes within their own communities and within a small nearby trading area 
and are delivered with a minimum of handling by post-office employees. Almost 
all our papers are delivered to the local post offices tied in bundles that do not 
require sorting or time-consuming distribution. On rural routes the carriers 
place one copy in each patron’s mailbox, since they are not addressed to indi- 
viduals. This easy distribution also applies to more than 90 percent of those 
mailed to local and nearby post-office boxholders. In our small cities where 
letter-carrier service is provided, our papers are addressed to house and street 
numbers in the exact order these letter carriers walk their routes, thereby 
eliminating entirely the facing and sorting necessary for all other mail matter 
addressed to individuals. 

Our papers are used almost exclusively by small home town business and 
professional firms to build and maintain trade and commerce in their small 
communities. Our papers are popular advertising media because of their low 
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rates and uniform coverage of local trading areas. At the present postal rate of 
1% cents minimum per piece, or 14 cents per pound, these community advertising 
papers return a net profit to the Post Office Department far greater ‘than any 
other class of mail handled, our surveys indicate. At my home post office, Berlin, 
Wis., the Berlin Shopping News has been a leading cash customer for many 
years and last year paid over $4,000 in postal charges. In almost every com- 
munity where our small shopping guides operate they provide similar revenues 
to the Post Office Department, most of which can be considered net profit. 

It is easy to see that a piece of third-class matter mailed in New York City to 
3erlin, Wis., addresed to an individual would require considerably more expense 
in handling than a piece mailed in Berlin, Wis., to a post office boxholder in Ber- 
lin, Wis. Yet, under present rates both peces pay the same postage. 

In covering the nearby villages our papers do not go through terminal distri- 
bution centers but nearly all are delivered to nearby post offices by star route 
trucks, which operate on a fixed contract. The department therefore does not 
incur terminal distribution expense nor incur the 12 cents per bag handling 
charge paid to each railroad for handling mail, which in the case of circulars 
going through a terminal] no doubt necessitates several transportation charges. 

Almost all our small shoping guides are mailed to addresses in the town of 
publication and the rural routes out of the local post office plus several nearby 
post offices and rural routes out of these offices. In very few cases do these 
papers go through a terminal distribution center. 

As an example of our cooperation with local post offices: the 750 copies of the 
Berlin Shopping News mailed to patrons on three rural routes are delivered to 
the Berlin post office in three bundles marked routes 1, 2, and 3, and are distrib- 
uted by the three carriers without sorting; another 1,440 copies are delivered 
to the Berlin post office in four bundles marked for carriers 1, 2, 3. and 4, for 
delivery to city of Berlin homes and stores, all sorted in the order these letter 
carriers walk the respective routes. This total of 2,190 copies, at 144 cents min- 
imum per piece, produces a revenue of at least $32.85 for the Department while 
using less than 2 man-hours all combined. A similar profit is realized from our 
distribution to nine nearby villages and six other rural routes. This revenue is 
withdrawn from a cash deposit we maintain with the postmaster, and no post- 
marking for stamp cancellation is required. 

In addition, we cooperate closely with local postmasters in keeping our mail- 
ing lists accurate and up-to-date so that our publications do not run up the expense 
incurred in handling circular mail addressed from old and inaccurate mailing 
lists, frequently used for other third-class matter. For example, the entire street 
numbering system in Berlin, Wis., was revised 6 years ago and the Berlin post 
office still is handling cireular mail addressed to the streets and numbers 
changed at that time. 

As a precedent for establishing a separate rate for community shopping guides 
mailed as third-class matter, we point out that there are already other special 
classes. Several kinds of periodicals were given a 1-cent minimum per piece 
rate when the other third-class minimum per piece was raised to 1144 cents by 
the previous Congress. We respectfully ask that our publications be placed under 
a charged 1 cent minimum per piece rate, since we believe this rate will pro- 
duce for the Post Office Department a net revenue, in proportion to the volume 
handled, greater than any other classification. The pound rate should be the 
lowest granted any third-class matter. 

Our industry, and the thousands of small businesses using our papers, will 
appreciate your consideration of my testimony. 


Mr. Gross. I would like to ask unanimous consent, Mr. Chairman, 
to place in the record a telegram. 
The Cuatrman. Without objection, it will be placed in the record. 
(The telegram referred to is as follows:) 
GruNpy CENTER, IowA, July 24, 1953. 


Congressman H. R. Gross, 
House Office Building, Washington, D. C.: 
United States Chamber of Commerce did not poll us in regard their stand on 
H. R. 6052. We do not agree with them and oppose any increase in postal 
rates, 


JAMES LEBEDA, 
Grundy Center Chamber of Commerce. 


The Cuatrman. Mr. James S. Lyon is recognized. 
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STATEMENT OF JAMES S. LYON, PRESIDENT, PENNSYLVANIA NEWS- 
PAPER PUBLISHERS’ ASSOCIATION AND EXECUTIVE VICE PRESI- 
DENT AND GENERAL MANAGER, OBSERVER PUBLISHING CO., 
WASHINGTON, PA. 


Mr. Lyon. Mr. Chairman, as president of the Pennsylvania News- 
paper Publishers’ Association, I would like to read my brief, and at 
the same time I would like to have put into the record a statement of 
John Biddle, publisher, the Huntington, Pa., Daily News, and chair- 
inan of the daily newspaper division, legislative committee, of the 
National Editorial Association. That association represents 500 daily 
newspapers in its membership in addition to several thousand weekly 
and semiweekly newspapers. 

The CuairMan. Without objection, it will be inserted in the record 
at this point. 

(The statement referred to is as follows :) 


STATEMENT OF JOHN BippL_e, PuBLISHER, HUNTINGTON, Pa., DatLy News, CHAIR- 
MAN, DAtLy NEWSPAPER DIvISION, LEGISLATIVE COMMITTEE, NATIONAL EDITORIAL 
ASSOCIATION, RE H. R. 6052 


The National Editorial Association, a national trade association of newspapers 
has more than 500 daily newspapers in its membership in addition to several 
thousand weekly and semiweekly newspapers, 

The Postmaster General testified “any large increase at this time might cause 
some dislocations in some segments of the (publishing) industry.” We believe 
that the small and medium-size daily newspapers located primarily in towns 
and villages would be adversely affected by the 42 percent increase proposed by 
the Post Office Department. Many small dailies are necessarily of light weight 
because of fewer pages and would be greatly handicapped by the proposed 
raise in the minimum per piece rate. 

To expedite delivery to readers immediately after publication many small 
and medium-sized dailies are obliged to make deliveries direct to neighboring 
post offices, usually within the first and second zones. The bundles are all 
ready for quick sorting by postal employees for final delivery on routes or in 
mailboxes. Usually dependence on the mails is limited to reaching subscribers 
among the farmers and small scattered communities. The areas where the popu- 
lation is sparse make it prohibitive for small dailies to utilize privately owned 
trucks. Tublishers endeavor to absorb costs of expeditious delivery by under- 
taking mailing operations at their publishing plants which simplify and reduce 
handling by postal employees. 

Most small dailies located in rural regions have subscribers located in 
counties adjacent to the county of publication. Under this bill, the second-class 
rates as proposed would apply in full force. That smaller daily newspapers 
use the mails proportionately far beyond their big-city brethren of larger cir- 
culations is amply verified by the Post Office Department's figures. This is also 
supplemented by Audit Bureau of Circulation data showing heavy percentages 
of the total circulation of these dailies in out-of-county mails. 

Second-class rates have only recently been materially raised without any 
marked improvement in the postal delivery. It has been almost impossible to 
transfer mail delivery of small dailies in outlying areas, to carrier-boy service. 
Charging higher subscription rates in rural areas usually meets with effective 
resistance from farmers. Wherever possible we endeavor to pass on to rural 
subscribers the benefits of low postal rates in the form of lower mail subscription 
prices. Too high a price automatically cancels the farmers’ subscription and 
thus deprives him of sources of information essential to a well-informed rural 
segment. Typical newspaper rates by carrier and mail definitely show the rural 
subscriber is on the receiving end of the differential. 

While daily newspapers use the free-in-county privilege, the average person 
seldom realizes that insofar as dailies are concerned it is not wholly free. A 
rate of 1 cent per copy applies if mailed at the office of entry where there is 
letter-carrier service. Also there is a charge of a cent-a-pound if addressed to 
a letter-carrier office in the same county, 
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The NEA’s Daily Newspaper Division concurs in the statements relating to 
daily newspapers as presented by other newspaper associations and individual 
newspaper publishers as to H. R. 6052. We are opposed to the enactment of this 
hill at this time. 

Mr. Lyon. Likewise, the Middle Atlantic Newspaper Conference, 
which has a membership of executive personnel and officers, the Mary- 
land Press Association, representing 42 daily and weekly newspapers 
of Maryland, the New Jersey Press Assoc iation, representing 175 daily 
and weekly newsp: upers in New Jersey, the Publishers’ Bureau of 
New Jersey, represe nting 14 daily newspapers in New Jersey, the New 
York State Publishers’ Assoc iation, representing 81 daily and Sunday 
yr or yoy in New York State, outside the city of New York, and 
the New York Press Association, representing 304 weekly newspapers 
in Ne sw York State. 

I would like that spread on the record, if I may; saving your time, 
I won’t read it. 

Mr. Dowvy. May we have the statement at least of whether they 
are for or against the bill? 

The Cuairnman. The gentleman from Texas wants to know whether 
they are in favor of this legislation or opposed to it, if the gentleman 
would care to say. 

Mr. Lyon. I imagine they are not against increases, as such, except 
for the analysis of the cost in relation to the classification of postage. 
They are very short. If you have the time and would like me to read 
them, I will read them. 

One is a page and a half and one is three pages. 

Mr. Dowpy. Do their views coincide with yours? In other words, 
we are getting something in the record we have not seen, 

Mr. Lyon. The views of these associations coincide with the report 
mn general of the Pennsylvania Newspaper Publishers’ Association. 

Mr. Downy. That you are going to give? 

Mr. Lyon. That I am going to give. That is right, sir. 

The Cuamman, All right. 

(The statement referred to is as follows:) 

From: Middle Atlantic Newspaper Conference. 
To: Post Office and Civil Service Committee, House of Representatives, Washing- 

ton, D. C. 

Subject : Proposed increase in second-class mail rates (H. R. 6052). 

This statement is presented on behalf of the 973 daily, weekly, and Sunday 
newspaper members of the 6 trade associations comprising the Middle Atlantic 
Newspaper Conference. The membership of the conference is as follows: 

Maryland Press Association representing 42 daily and weekly newspapers in 
Maryland. 

New Jersey Press Association representing 175 daily and weekly newspapers in 
New Jersey. 

Publishers’ Bureau of New Jersey representing 14 daily newspapers in New 
Jersey. 

New York State Publishers’ Association representing 81 daily and Sunday news- 
papers in New York State outside the city of New York. 

New York Press Association representing 304 weekly newspapers in New York 
State. 

Pennsylvania Newspaper Publishers’ Association representing 357 daily, weekly 
and Sunday newspapers in Pennsylvania, Delaware, New Jersey, and Maryland. 

Postmaster General Arthur E. Summerfield has urged postal-rate increases 
of $240 million annually and his proposal has been incorporated in bill H. R. 6052 
which is under consideration at this time. Included in this proposal are increases 
of 25 percent and 17 percent in second-class rates—a total of 42 percent. 

Second-class mail consists of newspapers, magazines, and periodicals, and 
any adjustment of rates for this class of mail service is of great concern to all 
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newspapers and especially morning newspapers and the smaller newspapers 
which circulate in the rural areas and whieh rely upon the mail service in the 
distribution to their readers. 

The newspapers of this conference are not opposed to adjustment of rates for 
the service which is rendered by the post office if such adjustments are justified. 
Newspapers, generally, are also in favor of eliminating deficits in the operation 
of the various departments of Government. However, newspapers do believe that 
in allocating the cost of the various Government services a realistic approach 
to the problem should be taken. 

Postmaster General Summerfield has told this committee that under the present 
rates the taxpayer pays 80 percent of the cost of handling publishers’ second-class 
mail. This estimate was based upon the cost-ascertainment report, and as has 
been pointed out many times before, in this report, many items of cost are changed 
against second-class mail out of proportion to their value to the handling of this 
class of mail. That this method of determining the amount of the post office 
deficit to be charged against second-class mail is not sound, has been brought out 
before in hearings before previous Post Office and Civil Service Committees on the 
same subject. Publishers pay full second-class postage rates yet in a great num- 
ber of instances route, bundle, and transport to post offices many miles distant 
from the place of publication so that they may be mailed so as to reach the 
readers within a reasonable time of publication. This service which should be 
rendered by the post office, is not credited to the newspaper under the cost-ascer- 
tainment system in use. Also charged against second class are certain post office 
services which in no way affect the handling and distribution of that class of 
mail—special delivery, maintenance, and supplies for public buildings and others. 
The Pest Office Department, as of July 16, 1953, imposed an additional burden 
upon second-class mail users by reguiring that all weighing and record main- 
tenance be performed by the publication. This is a commendable economy on the 
part of the post office, but at the same time, this saving should be considered and 
credited to second class. 

One of the big reasons for the establishment of the second<lass-mail rate 
was to afford those citizens in the outlying sections the opportunity of receiving 
news and other educational matter on a basis comparable to those people living 
in the urban communities. This opportunity could be seriously curtailed if 
newspapers are forced to bear an unjustified share of the cost of operation of 
the postal service. Newspapers are just as interested in the isolated subscriber 
as in the subscribers served through other than the postal system. However, 
in some cases these isolated subscribers cannot be served if other means of 
distribution must be utilized. Newspapers have historically given a preferential 
rate to mail subscribers so as to give the widest possible dissemination of news. 
if mail rates are increased to any great extent then subscription prices must 
be advanced with a resulting loss of readers and a resultant decline in second- 
class-mail volume. This could very well result in a deterioration of rural mail 
service which is so vital to those living in remote communities. 

Second-class mail rates were increased 10 percent on April 1, 1952, and another 
10 percent on April 1, 1958. Both increases were made under the provisions of 
1951 Public Law 233. An additional 10-percent increase scheduled to go into 
effect on April 1, 1954, would be supplanted by increases of 25 percent on October 
1, 1953, and another 17 percent on July 1, 1954, as proposed in H. R. 6052. 
Newspapers feel that this 42-percent increase, on top of the two 10-percent 
increases already made, is unconscionable. 

The trend is away from the use of the mails for the distribution of news- 
papers to the public. Part of this is attributable to the curtailment of rail 
service and the failure of the Post Office Department to furnish satisfactory 
substitute means. Any large increase in second-class rates will hasten this trend 
with the resulting loss of revenue for the post office. Many newspapers are 
now obliged to operate their own trucks at considerable expense to continue 
service to remote subscribers. 

Rural delivery was established by Congress as a service for those living 
great distances from their post offices and it is believed that this service was 
intended to be provided without regard to receipts or expenditures. Yet a large 
percentage of the cost of this service is charged to second class without regard, 
apparently, to priority and value of the various classes of service. 

The Middle Atlantic Newspaper Conference also looks upon rural mail delivery 
service as a public service rendered by the Post Office Department, and feels 
that a determination should be made of how much of the cost of this public 
service should be borne by the taxpayers generally. 
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Newspapers have traditionally maintained that they do not have and do not 
want a subsidy, but are, instead, willing to pay the accurately determined cost 
of delivering that part of their circulation sent through. the mail. | lf:a:subsidy 
exists, it is not for the newspapers but for the maintenance of the rural-delivery 
system and the maintenance of certain nonprofit post offices. There has been 
a committee established to investigate and determine what should be done to 
overcome the recurring operating and fiscal crises of the Post Office Department. 
The Carlson committee is working on the problem, and the Middle Atlantic News- 
paper Conference urges that before any action is taken on postal rates that 
this committee receive an opportunity to render its report and recommendations. 
The newspapers have received three 10-percent increases in second-class rates, 
established under Public Law 233, 1951, and feel that any further adjustment 
at this time is unwarranted and that Congress should await the Carlson report 
in hope that a permanent solution to the post-office problem will be found, 
The solution does not appear to lie in continued increases in rates in an attempt 
to overcome a deficit which might, in fact, be caused by operational deficiencies 
which are glossed over by improper allocation of out-of-pocket costs. 

Newspapers are well aware of the increased costs of operating any business 
today. Newspaper revenues are up, but the profit margin has dropped alarm- 
ingly due to a more rapid rise in production costs. If mail distribution costs 
are greatly and unjustifiably increased, newspapers will be forced to withdraw 
more circulation from the mails and seek other means of distribution. This 
can only result in adding to the post-office deficit. The only alternative would 
be to raise mail subscription rates, which would cause a decline in the number 
of readers and which newspapers want to avoid if at all possible. 

Having a well-informed public is one of the basic reasons for the strength 
of this country. Congress recognized that and made it possible for people in 
remote areas to receive news and educational matter at the lowest possible cost 
to them. That service should be continued. 

The Middle Atlantic Newspaper Conference asks again for a fair appraisal 
of the post-office deficit and that the Carlson committee have a fair opportunity 
to present the facts of the problem before postal rates are adjusted further. 

Respectfully submitted. 

Treopore A. SERRILL, 
Chairman, Middie Atlantic Newspaper Conference, and General 
Manager, Pennsylvania Newspaper Publishers’ Association. 


Mr. Lyon. I have been asked by the executive committee of Penn- 
sylvania Newspaper Publishers’ Association to request a hearing be- 
fore your committee and present this brief giving the position of our 
assoc cl ition relative to proposed increase in second-class rates, H. R. 
6052. Our association represents 357 daily, weekly, and Sunday news- 
papers in Pennsylvania, Delaware, New Jersey, and Maryland. 

I want to go on record at the beginning of my remarks to say that 
our newspaper association has not been against second-class increases, 
but is sincerely concerned with the manner in which various charges 
in operation of the Post Office Department are allocated, and in some 
cases we feel perhaps second-class mail may be charged with opera- 
tion expenses which truly should be classified elsewhere. We do not 
om that from the time of the Hoover report relative to suggested 

‘hanges in procedures and operation of the Post Office Department 
ap to and including the present that sufficient economies in operation 
have been obtained. It is our sincere hope that the Carlson report 
will offer some permanent solution which may overcome some of the 
deficit. Improved operation procedure many times saves more money 
in a budget than compounded increases in use charges. 

In private business you have to cut the pattern to fit the cloth, as 
you all well know; but Government always has operated the Post 
Office Department at a loss, and it certainly seems unfair to expect 
the newspaper industry to absorb these added increases of 25 percent 


and 17 percent on second-class rates, which is included in bill H. R. 
6052. 
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It must be remembered that the newspaper industry is already faced 
with a 30-percent increase under Public Law 233, which provided for 
a 10-percent increase on April 1, 1952, and another 10 percent on April 
1, 1953, with the third 10-percent increase to go into effect on April 
1, 1954 (providiny: H. R. 6052 does not become a law). 

The two 10-percent increases to be augmented by increases of 25 
percent on October 1, 1953, and another 17 percent on July 1, 1954, 
as proposed in H. R. 6052, means only one thing—that newspapers 
using the mails will have to pass these increases on to their subscribers 
and taxpayers. It cannot be absorbed by the newspapers. 

T am including a very condensed cost analysis of one of our member 
newspapers, the W ashington Observer, Washington, Pa., of which 
[ am executive vice president and general manager. 

The ABC circulation of this newspaper, circulating in Washington 
and Green Counties in western Pennsylvania in the morning field, at 
the present time is 15,125 copies. 





Circulation Increase 

Year subject to Posti.ge paid — 
ostare D> 

i Amount ercent 
cnthsindtcbesenine ame ns 
1950 176 7, 023. 54 | ‘ wk : e 
1951__. 218 | 7, 984. 51 | $960. 97 13.8 
1952 5, 106 | 8,817.11 | 832. 60 | 10.4 
1952 (6 months | 5, 052 5, 009. 63 } 730. 35 17.6 

} 

| | | 
NOTE Increase in mail 1951 over 1950, 42 copies; decrease in mail 1952 over 1951, 162 copies; decrease in 


mail 1953 over 1952 (6 months), 54 copies 


The above table shows a decrease in the use of the mails but as our 
costs will show the percentage of increase in Government postage 
charges for circulation going through the mails already amounts to 
42 percent even though the last of the 3 ine reases—A pril 1, 1954— 
under Public Law No. 233, has not as yet been put into effect. 

Mr. Dowpy. May I ask a question at that point, Mr. Chairman? 

The Cuarrman. Mr. Dowdy is inquiring. 

Mr. Dowpy. Mr. Lyon, would some of that postage be because your 
paper was heavier, with more pages to it? I notice that in 1951 that 
increase was not effective. I believe I am correct about that. And 
you had a 13.8 percent increase over 1950. 

Mr. Lyon. That is right. 

Mr. Dowpy. Was it because your paper was heavier? In other 
words, were some of these increases due to that fact ? 

Mr. Lyon. I don’t think so. Essentially the same amount of 
business. 

Mr. Downy. That is all. Thank you. 

Mr. Lyon. I believe the evidence that this newspaper’s circulation 
through the mails has shown a decrease in the face of increased costs 
of second-class postal rates would prove to be a true index of all news- 
papers, if a full analysis were made. I am sure, if this committee de- 
sires, Many newspapers in our association would be happy to furnish 
detailed breakdowns covering the various zones and percentages of 
their circulation in the mails and how they have been affected by the 
increase now in effect under Public Law No. 233. 
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This association, speaking for its members, is not asking for a 
subsidy but rather we want an accurate determination of costs for 
delivering that part of our circulations going through the mails. 

If a subsidy exists in second class then it is the subsidy that has 
historically been maintained by Congress for maintenance of rural- 
delivery routes as well as the maintenance and continuation of certain 
nonprofit post offices. 

In the small daily and weekly field, newspapers find themselves 
faced with the problem of adding more trucks to deliver their news- 
papers, due to the fact that many mail trains have been eliminated 
from service in the smaller and urban communities. This forces news- 
papers to truck more and more of their circulation to the local post 
offices in their area of circulation. This is very expensive and it con- 
tinues to grow each and every year and naturally has to be accounted 
for in the cost of distribution of newspapers. The answer seems of 
necessity, to be a decrease in the use of the mails. 

Since the increase in second-class postal rates is only a part of the 
Post Office Department revenue and further due to the fact that the 
mail routes will have to be continued by the Government for first-class 
mail, even though there is less newspaper circulation going into the 
uiails, the Post Office Department’s revenue can decrease rather than 
gain in the end. 

This has not all been the. fault of the Post Office Department cer- 
tainly, but the elimination of rail service has helped make circulation 
much more costly because newspapers have had to depend on trucks 
to replace mail trains. 

On the asset side, I would like to point out that newspaper circula- 
tion is one of the finest mediums in building and promoting first-class 
inail business. By this I mean that the number of births, deaths, hap- 
penings about relatives, friends, and business associates, in the various 
circulation areas, develop a tremendous amount of first-class mail 
correspondence. 

In addition newspaper advertising likewise creates a tremendous 
amount of first-class mail correspondence between retailers and cus- 
tomers not only in the form of billing and collecting, but also parce}- 
post business. As a matter of fact it may be possible that the adver- 
tising in newspapers results in even greater first-class mail use than 
ihe names in the news. 

I think it is defensible to say that no other medium does so much 
to promote the dissemination of news about people and material 
things and at the same time, creating finer public relations, for the 
post offices and their employees, at no expense to the Department. 

We want to be on record as fully cognizant of the fact that the 
Post Office Department’s ruling dated July 16, 1953, does impose an 
additional burden upon second-class mail users by requiring all 
weighing and record maintenance to be performed by the publica- 
tion. This is an economy in second class and should be credited to 
second class, 

If, after the findings of the Carlson committee are evaluated by 
your committee and all the recommendations for improved procedure 
in the Department have also been considered so that the newspapers 
can be conclusively shown they are not paying their share of the 
load, then I am sure your committee will find the Pennsylvania 
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Newspaper Publishers’ Association members willing to abide by fair 
and rational increases consistent with sound business-operating prac- 
tices. 

The Cuarman. Thank you, sir. 

On my right, any questions? 

On my left? 

Mrs. St. George ? 

Mrs. Sr. Grorce. Mr. Chairman, | have no questions, but I have 
two statements here from constituents of mine that I would like to 
file at this time. They are unable to be present. 

The first one is from Mr. Horace H. Nahm, president of Hooven 
Letters, Inc. He cannot be here but would like his statement to be 
filed for the record. 

And the second one is a statement by Mr. Erwin H. Tuthill, who 
represents the Avon Products, Inc., of New York. 

The Cuarrman. They will be inserted in the record following the 
testimony of Mr. Lyon. 

(The statements referred to are as follows:) 


STATEMENT ON H. R. 6052 py Horace H. NAHM, PRESIDENT, Hooven Letrrers, INo., 
New York, N. Y. 


My name is Horace H. Nahm. I am president of Hooven Letters, Inc. I am 
president of the Direct Mail Master Contract Association (the association of 
unionized direct-mail organizations in the city of New York). I am director of 
the Advertising Club of New York. I am director of the American Institute of 
Graphic Arts. 

I am a producer of direct-mail and mail-order advertising for over 2,000 organ 
izations in the city of New York and in the eastern part of the country. Based 
on extensive experience, it is my opinion—and the opinion of many other members 
of my association (who, incidentally, also serve many thousands of businesses, 
mostly small)—the proposed increase in post-office rates will have a detrimental 
effect on our customers’ business and profits. That opinion is further based 
on information received from the customers themselves. 

The Post Office Department serves all the people. At the present time the 
operation of the post office offers vast opportunity for savings, estimated at 
close to $200 million by the present Postmaster General. The services to other 
Government departments and certain free services rendered by the Post Office 
Department additionally constitute another enormous figure. The users of the 
services of the post office should pay a fair price for the services they receive 
Lut those services should be rendered on an efficient, modern basis and without 
being burdened by the cost of the desirable services which the post office renders 
to the welfare of the people of the United States as a whole. 

It is to be anticipated that the report and recommendations of the Citizens’ 
Advisory Committee of the Senate Post Office Committee and the proposed 
businesslike administration of the Post Office Department will substantially 
eliminate excessive and unnecessary operating costs and will place Congress in 
a better position, 6 months from now, to properly evaluate the needs of the 
post office for a revised postal-rate structure, 


STATEMENT BY AVON Propwcts, Inc., New Yor, N. Y 


My name is Erwin H. Tuthill. I am traffic manager of Avon Products, Inc., and 
chairman of the postal committee of the Eastern Industrial Traffic League. My 
company manufactures and distributes cosmetics, toilet and household prepara 
tions through duly authorized representatives located in every city, village, and 
nearly every hamlet of this broad land of ours. Our company, which started 
67 years ago, was founded on the principle and still brings factory-fresh mer- 
chandise to the rural areas of the country. Because of this method of servicing 
rural areas, we are largely dependent on the services of the Post Office Depart- 
ment of the United States Government. We use their services not only to deliver 
our packages to our representatives, but also to distribute to these representatives 
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information through letters, a company magazine, and circulars. We are also 
dependent in sending and receiving correspondence, ete., with orders in the 
normal business process. 

Recent parcel-post increases have had a severe effect on our operation. The 
25 percent increase in parcel post effective in October 1951 increased our 
distribution cost in excess of $200,000 in 1952. Now, effective on October 1, 
parcel post will again be increased. A conservative estimate indicates this will 
cost us over $375,000 additional per year. 

H. R. 6052, now the subject of investigation, calls for an increase in first-, 
second-, and third-ciass mail. While in a sense these are supplementary services 
compared to our heavy use of parcel post, they are nevertheless necessary in the 
conduct of our business. We have carefully investigated the extra cost of these 
proposed increases and estimate that it will be in excess of $90,000 per year. 
This does not include the increase that would have to be paid by our representa- 
tives (mostly women providing or augmenting family income) in sending in 
orders, ete. 

There is a limit to the increased expense that our company can absorb without 
eurtailing our service, reducing our mailings, and seeking other methods of 
distribution. Any one or all of these steps would have the effect of nullifying 
or reducing the proposed increase but would also have the effect of reducing the 
revenues of the Post Office Department. The only other alternative would be 
to increase our prices. 

Under the circumstances, we feel it advisable to be here today to protest 
this bill (H. R. 6052). In our opinion, these increases are premature and ill- 
advised at the present time. There are currently being conducted three sepa- 
rate investigations into the operation of the Post Office Department. One by 
each of the Houses of Congress and another by the executive branch through 
a committee of independent experts. So far as we know, none of these inves- 
tigations has progressed far enough to start to formulate a proper solution to 
the staggering annual losses accruing to the Post Office Department; nor in fact 
to indicate whether or not these losses should not be a necessary evil. 

If and when these investigations indicate that the post office and each of its 
classes should receive sufficient revenues to cover its cost of operation, then 
consideration should be given to charging on the basis of the cost of that opera- 
tion. Perhaps consideration should be given to charging each piece of mailed 
matter on the basis of cost, such as distance traveled, number of handlings, type 
of handling ete. Obviously, a percentage increase on the current scale which 
may be fundamentally wrong can only lead to further injustice to some and 
preference to others. 

Certainly definite decisions should be made as to the effect of subsidies and 
the franking privilege on the overall expense of the Department, as well as 
the possibilities of reducing cost by use of modern up-to-date equipment and 
procedures in handling the mails. It would seem to us to be ill-advised to 
attempt to balance the postal budget without first knowing exactly what that 
budget should be. 

In addition, there is currently in effect discriminatory legislation which re- 
duces the revenue and increases the cost of the Post Office Department. Cer- 
tainly thorough consideration should be given toward passing H. R. 2685 to 
repeal Public Law 199 before ascertaining the costs that must be met by 
increases in postal rates and charges. 

Ve firmly believe that the postal increases proposed under H. R. 6052 are 
premature and ill-advised at this time. That if passed and made effective they 
will tend to retard business generally, and ours in particular, which could 
result in far less revenue to the Post Office Department than expected without 
a corresponding reduction in the cost of operation of that Department. It is 
our considered opinion that this bill should not be approved pending the com- 
pletion of the investigations being currently conducted that vitally affect the 
underlying reasons for this bill. 


Mr. Downy. May I ask, Are they for or against? 
The Cramman. Mr. Dowdy is making inguity, if the lady can 
answer, whether the statements are in favor of the legislation. 


Mrs. Sr. Grorcr. They are both opposed to the legislation for the 
information of the committee. 

Mr. Jarman. Mr, Lyon, what position did your group take on 
Public Law 233, the 30-percent increase? 
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Mr. Lyon. We took essentially the same position that we did this 
time. As I recall, I represented the association at that time, not as 
president but as a member of the association, and again we asked for 
an analysis of sound business practice, and stated that consistent with 
that we would take our position in regard to increases. 

Mr. Jarman. At the time you testified, the provision of the bill was 
a hundred-percent increase, was it not, 50, 25, and 25, instead of the 
10-10-10? 

Mr. Lyon. That is correct. 

The Cuairman. Thank you, Mr. Lyon. 

Mr. Hacen. I would like to ask the witness one question, if I may. 
Mr. Lyon, as a matter of fact, because of the increased rates pre 
viously enacted by the Congress very recently, and one to go into 
effect next April, you are gradually forced to take more and more 

of your circulation out of the mails! 

Mr. Lyon. That is correct. 

Mr. Hagen. And if this further increase goes into effect, you will 
be forced to take additional proportions of your circulation out of 
the mail. 

Mr. Lyon. There is no question about that. 

Mr. Hacen. Thank you very much. 

Mr. Gross. Mr. Chairman, just one brief observation: I want to 
commend the gentleman for making the point that newspapers, coun 
try weeklies included, are more and more being forced to haul their 
own:papers to post offices so that they can get them in the mails and 
delivered while the paper still provides news to the public. That has 
happened in the State of Iowa. Country weekly editors are loading 
papers in their cars and in trucks, hauling them to post offices at 
points other than the place of publication, and therefore their costs 
are going up. 

Mr. Lyon. In answer to Mr. Gross, I would like to concur in that. 
Because primarily, with few exceptions, on the metropolitan side of 
newspapering—and you already undoubtedly in previous testimony 
have had metropolitan editorials read into the record, and it is very 
easy to make editorial comment about something that you don’t need 
or don’t use—but the small daily and the small weekly are primarly 
concerned, and it is a tremendous increase in cost for that segment 
of our association. 

Mr. Davis. Mr. Lyon, I am interested in the part of your state- 
ment on page 4, there, in which you say that you are faced with the 
problem of adding more trucks to deliver your newspapers, due to the 
fact that many mail trains have been eliminated from service in the 
smaller and urban communities. You say this forces newspapers to 
truck more and more of their circulation to the local post oflices in 
their area of circulation. 

Now, is that because no method of transportation has been provided 
in place of the trains which have been eliminated? Or is it because 
of delay in getting the papers transported under the method of trans- 
portation now in use? Or is it to save postage / 

Mr. Lyon. No; it is basically because your major lines, the Penn- 
sylvania and the B. & QO. and all other ‘lines, I assume, across the 
country, have eliminated trains. At least in our State, Pennsylvania, 
and the B. & O. have eliminated many of their trains. 
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Mr. Davis. Did they not put on highway post offices in place of 
those, or star routes ? 

Mr. Lyon. In some cases. They have star routes. They have sub- 
stitutes. But many times in the smailer post-office areas, those do not 
satisfy the delivery consistent with the time that it is necessary to get 
a paper delivered. 

Mr. Davis. Would you go a little more in detail as to why it dees 
not satisfy delivery ¢ 

Mr. Lyon. Well, just this: that those truck routes of the Post Office 
Department may satisfy first-class mail. It does not make any dif- 
ference whether it gets there in the morning, noon, or in the after- 
noon. And it doesn’t begin to touch all of the smaller post offices 
that used to be served by the train services, when they stopped at every 
milk stop, so to speak. And now we have augmented, in our par- 
ticular case we have twice as many trucks on. In some cases, the 
truck service you speak of may pick up papers and take them from 
one point to another destination point. But it doesn’t begin to go on 
further, into the smaller post offices. It just doesn’t meet the same 
service that we had before. 

So to meet the deadline of getting our paper to the post office at 
the time the people expect to get their morning paper, we take it by 
or own trucks. It just has to be that way. 

Mr. Davis. The Post Office Department, then, I gather from your 
testimony, has not replaced adequately the mail service which they 
formerly had through the use of the train? 

Mr. Lyon. Not by any means. 

Mr. Gross. It is true, is it not, Mr. Lyon, that they are paying the 
postage from the town to which the postage is paid; that when they 
transport it to another town they pay the postage all the way, al- 
though they haul it to another post office ? 

Mr. Lyon. That is definitely true. 

Mr. Gross. The Post Office Department saves the original handling 
cost plus the transportation ? 

Mr. Lyon. Even though you theoretically have free-in-county, you 
are actually paying a cent a pound. That is correct. 

Mr. Hagen. Mr. Lyon, you made some remark to the effect that it is 
very easy for some metropolitan papers to come out for increased 
postal rates for second-class mail. Is that right? 

Mr. Lyon. That is right. 

Mr. Hacen. You made a very true statement. Here is the Wash- 
ington News of Washington, D.C. T asked them for the information, 
and they informed me that they use the United States mails for less 
than three-fifths of 1 percent of their circulation. Just think of it. 
Less than three-fifths of 1 percent of their circulation through the 
mails. So an increase of a thousand percent or any increase would 
not affect them, because they set the subscription rate high enough to 
cover it, or they can just tell the people that they are not interested in 
circulation by mail. So you see, your statement is very well proven 
that it is easy for metropolitan newspapers to come out and say, “We 
want higher postage rates on the small dailies and the small weeklies 
of the country.” And then I will add my own observation to that 
and say: “Of course, why eventually we will drive them out of busi- 
ness, and we will have a monopoly for the big metropolitan press of the 
country.” 
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Mr. Lyon. Mr. Hagen, we have exceptions to that, in the case of 
some metropolitan papers, but generally speaking it is a small daily 
and weekly problem. 

Mr. Hacen. Some newspapers have come out against hasty action 
on this bill, including a very fine editorial from the Detroit Times 
of just last week, which I would like to place in the record, if I may, 
at this point, Mr. Chairman. 

The CuarrMan. Just after the statement of Mr. Lyon? 

Mr. Hacen. We are talking about it now. 

Editorials have been placed in the record by the Post Office De- 
partment, quite a few of them. 

The CuammMan. Without objection, it will be placed in the record 
at this point. 

(The editorial referred to is as follows:) 


{From the Detroit Times, July 20, 1953] 
Why THE Rusn? 


How high should postal rates be? On what basis should the rates be fixed? 
What should be done about the Post Office Department’s annual deficits? 

Nobody in the country knows the proper answers to the foregoing questions, 
simply because nobody has made a careful study of postal service since 1844 
109 years ago. 

On top of this century of accumulated ignorance, the administration is intro 
ducing worse confusion and perhaps some economic distress. 

The Senate at this moment is preparing answers to the questions involved so 
as to enable Congress to act advisedly. 

A committee has been established under the chairmanship of Senator Carlson, 
of Kansas, an Eisenhower legislator. The committee has an appropriation of 
$100,000. It has equipped itself with an advisory council of 10 qualified citizens 
and a staff of accountants and researchers, and it has been in session every week 
since it was instituted. 

The committee's report must be submitted on or before February 1, 1954 
a very short time to wait for adequate and accurate information. 

Méantime, however, the Post Office Department is trying to force through Con- 
gress a bill which will arbitrarily increase all postal rates, including first-class 
or letter mail, despite the truth that nobody knows any more about the facts 
than the old-time political Postmasters General knew 50 or 75 years ago. 

Postmaster General Summerfield has been improving service most commend 
ably.. He has been effecting helpful economies. Also, being conscientious, he 
wants to reduce or eliminate the anticipated operating deficit of $594,250,000 
for this fiscal year. Hence he wants higher postal rates—right away. 

By rather imperious procedure, the House Committee on Vost Office and Civil 
Service is endeavoring to report out a bill which can be passed in both Houses 
before August 1. 

The peremptory date prevents fair hearings. It is a gross discourtesy to the 
Senate. It is an injustice to the public, and it undoubtedly implies injury to 
many business interests, causing some unemployment. 

Why the hurry? Why not defer action long enough to get the Senate com 
mittee’s report and really know what ought to be done? 


Mr. Lyon. If I may clarify my point, there are metropolitan papers 
who have problems, the same as the small daily and the weekly. But, 
generally speaking, it is a small daily and a weekly problem. 

The CHarrman. Just two questions. 

Are you complaining that the Post Office Department is not furnish- 
ing adequate service ? 

Mr. Lyon. It is not adequate in comparison to previous years. That 
isright And secondly, the percentage of increase as proposed in the 
bill is more than should be absorbed 

The Cuarrman. I did not know whether you said the Post Office De- 
partment was not treating you right with respect to the service. 
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Mr. Lyon. Oh, no. I would like to say this: I didn’t have it in the 
brief, but I think it is just a “human interest something” that we all 
recognize. For instance, the men in service overseas, C hristmas time. 
Can you imagine any group of publications comparable to the news- 
papers who do as much in the free use of their news columns to say, 

“Get your mail in early”? We do everything we possibly can, col- 
lectively speaking, to help the Post Office Department do ‘their job. 

Mr. Bouron. Mr. Lyon, would you not say that the large metro- 
politan dailies, that put out material, large issues, are heavy users of 
the mail ? 

Mr. Lyon. Yes, sir. 

Mr. Botron. Secondly, would you be kind enough to give me some 
idea of the ratio of your postal mailing cost to your overall cost of 
putting out the paper, your overall edition cost? What percentage, 
ap ens would you say it would be / 

Mr. Lyon. I don’t have my figures before me. I would say probably 
2 or 5 percent. 

Mr. Boiron Thank you, sir. 

The Cuateman. How much did you say ¢ 

Mr. Lyon. Two or three percent. Now, I am not including trucks 
and personnel in that. 

The Cuarrman. Thank you, Mr. Lyon. 

Mr. Bonin. Mr. Chairman, I wish to compliment Mr. Lyon, because 
I happen to know that he represents a mighty fine organization in 
Pennsylvania. 

The CuHarrman. Oh, we are glad to know that he comes from the 
same State as the distinguished member of our committee. We should 
have recognized that in the first instance. As we did not do so, we 
do it now. 

Now, we will hear from Mr. Jones, who has been waiting for some 
time, Mr. Rowland Jones, Jr., representing the American Retail 
Federation. 

Before you begin your statement, Mr. Cretella has something to say. 

Mr. Creren.a. I asked for recognition a few moments ago. 

I ask unanimous consent to insert in the record a letter which I 
received from the Yale University Press, of New Haven, Conn., and 
a letter from the New London, Conn., Daily Star. 

The Carman. Without objection, it will be inserted in-the record 
at this point. 

(The letters referred to are as follows:) 

YALE UNIVERSITY Press, 
New Haven, Conn., July 23, 1953. 


Congressman ALBERT W. CRETELLA, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN: Along with other university presses we have been follow- 
ing with keen interest the results of the hearings on H. R. 6052 conducted by the 
House Post Office Committee. Our representative at the hearings, Miss Porter 
Cowles, has just informed us of your wise and helpful attitude toward the 
decisions that must be made in connection with this bill and I wanted to write 
right away to say how we appreciate your point of view. 

As the nonprofit publishing arm of the university here we believe that the 
educational value of books entitles books to a postal rate at least as low as that 
for magazines or newspapers, and that certainly it should not be raised. I’m 
sure I don’t have to remind you that every university in the country is struggling 
with rising costs these days and additional penalties of this kind will only make 
the task more difficult. 
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We urge your consideration of the proposal put forth by the Association of 
American University Presses to delete section 5 of the bill in question. Your 
university constituents in New Haven will appreciate any attention you can give 
this matter. 

Yours sincerely, 
CHESTER Kerr, Secretary. 


THe Day PUBLISHING Co., 
New London, Conn., July 28, 19538 
Re Increases in second-class postal rates. 
Representative ALBERT W. CRETELLA, 
House Office Building, Washington, D.C. 

DEAR Mr. CRETELLA: May I make some observations for your consideration as 
a member of the postal committee? 

In my 40 years in the newspaper business, I do not believe that second-class 
users ever have been satisfactorily informed as to the actual cost of this service. 
For illustration: It is my understanding that a route carrier has to make his 
trip, regardless of whether or not he carries a single piece of second-class matter. 
The cost then, it seems to me, of second class would be the extra cost of trans- 
portation, the extra cost of sorting, and the extra cost of the time in delivery. 
Sacking, labeling, classifying, weighing, and delivery of second class to the post 
office are done at no cost to the Department. In other words, how much decrease 
in the cost of operation would there be if second-class matter were entirely 
eliminated? That decrease, it seems to me, is the true cost of second-class 
operation. 

I always have felt the Department should charge for second-class delivery 
inside county, whether or not by uniformed carrier. Newspapers should not 
expect free service. I also feel it is a wrong approach to increasing postal 
1evenues—and unfair—to charge more for the advertising portion of a newspaper 
as the delivery distance increases from the point of origin. Advertising value 
decreases in newspapers in proportion to the greater distance. Perhaps for this 
reason, there ought to be a division of second class between magazines and 
newspapers. 

It is my belief no newspaper is seeking subsidy or asking the Government to 
deliver newspapers for less than its cost. I believe any newspaper will be willing 
to meet the proper charge, if it can be convinced that the charge is based on a 
true cost. There should be proof that the figuring is correct. 

Respectfully, 
Orvin G. ANDREWS, 
General Manager, The Day 


Mr. Bonin. Mr. Chairman, are they for, or against? 
Mr. CretetiaA. They are against. 
The Cuarrman. Now Mr. Jones is recognized. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION, WASHINGTON, D. C. 


Mr. Jones. Thank you, Mr. Chairman. 

Gentlemen and ladies, I appreciate the opportunity of being here 
tonight. My name is Rowland Jones, Jr., I am the president of the 
American Retail Federation, an organization of 25 national retail 
trade associations and 33 statewide associations of retailers, repre- 
senting in all more than 600,000 retail outlets. A list of the member 
associations of the Federation is attached. 

The members of the American Retail Federation are firmly com- 
mitted to the objective of a balanced Federal budget. They have sub- 
scribed to the pertinent recommendations of the Hoover Commission 
on the basis of this position. To indicate specifically our position on 
recent issues, the American Retail Federation did not oppose the ex- 
tension of the excess-profits tax nor has the Federation opposed the 
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several increases in parcel-post rates in recent years, including the 36- 
percent increase approved by the Interstate Commerce Commission 
which will go into effect shortly. The retail industry desires no sub- 
sidy from the Federal Government in any way, shape, or form. The 
industry has never sought a subsidy of any kind. 

With this general attitude and background, the federation natu- 
rally is symp: athetic to the efforts of the Postmaster General to reduce 
the overall deficits of the Post Office Department. We applaud Mr. 
Summerfield’s forthright and businesslike approach to this serious 
fiscal problem. 

At the same time we are greatly disappointed that the Postmaster 
General has not seen fit to submit to the Congress as a part of this 
proposal a simple recommendation which could erase more than $50 
million of me present deficit without raising a single postal rate. 
There is a serious deficiency in the Postmaster General's proposal 
and in the pe sito bill. 

Members of the committee, I refer to the parcel-post size and weight 
limitations which were imposed by Public Law 199 of the last 
Congress. 

Mr. Murray. I object to that, Mr. Chairman. It has nothing to 
do with this legislation. It is extraneous matter. 

You say you are trying to expedite these hearings. Why not con- 
fine ourselves to the issues before us? 

Mr. Jonrs. Mr. Chairman, I think it is a part of the issue, and my 
people think it is a part of the issue, because the Post Office Depart- 
ment’s proposal was labeled, “Proposals to Reduce the Federal 
Deficit.’ 

Mr. Murray. You are talking about laws enacted by Congress last 
year, separate legislation, whic h has nothing to do with this legisla- 
tion before us. 

Mr. Jones. It seems to me that previous rate increases have just 
been discussed here fully, in the past, and we believe we wouldn’t be 
here today if it wasn’t for the huge deficit in the post office. 

Mr. Murray. You are registered here as a lobbyist under the Lobby- 
ing Act for the purpose of fighting increased postal rates and for the 
purpose of repudi: ng Public Law 199. 

Mr. Jones. No, si 

Mr. Murray. You are not registered for that purpose? 

Are you registered? Answer that question. 

Mr. Jones. Certainly. 

Mr. Murray. For what purpose ? 

Mr. Jones. For, in general, representing the interests of the reta1] 
industry in this country. 

Mr. Murray. I might say it does not show that on the records of the 
Clerk of the House now. 

Mr. Jones. Certainly it does. I have filed reports quarterly, sir. 

Mr. Murray. It shows you were registered for the purpose of ob- 
taining lower mail rates and for repeal of Public Law 199. That is 
what it shows. 

Mr. Jones. No, sir. I am sorry, sir. That is not the case. Those 
are sworn statements which we file quarterly. 

Mr. Murray. And you have opposed every increase in the parcel- 
post rates, have you not? 
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Mr. Jonzs. | have just stated, Mr. Chairman, that as to the last 
increases since 1948, we opposed not one of them, including the last 
33-percent increase approved by the ICC. 

I just made that statement as a part of this record. 

Mr. Murray. You come here as a lobbyist before this committee 
for the purpose of asking that Congress continue to subsidize these 
wholesale merchants and these jobbers. 

Mr. Jones. No, sir. 

Mr. Murray. At the expense of the taxpayer. 

Mr. Jones. No, sir. Iam not here for that purpose, and the state- 
ment doesn’t so imply. 

Cost experts of the Post Office Department testified before the In 
terstate Commerce Commission, in a recent post-rate case, that the 
deficit of the Department in 1952 was increased by $52,440,000 as a 
direct result of Public Law 199. 

Mr. Murray. What about the increase in the expenses if the Post 
Office Devartment had transported and delivered all these 50-, 60-, and 
70-pound packages ? 

Mr. Jones. I will come to that in just a moment, sir. 

When the 82d Congress passed Public Law 199, the opinion of the 
majority was that such action would aid the fiseal status of the De- 
partment—notwithstanding doubts expressed officially by the Depart- 
ment itself. Since that time, full and complete experience with the 
law has proved that Congress made a serious mistake. By that action 
it has made second-class citizens out of the patrons of first-class post 
offices. 

Mr. Corr. I would like to join the senior minority member in ob- 
jecting to this statement. It is not pertinent to the issue. 

We have before us a bill to increase the postage rates on first, sec- 
and, and third class. The gentleman is testifying regarding the law 
that was enacted about 2 years ago relating to fourth class. 

I would like the chairman to instruct the gentleman to testify on 
what is pertinent to the issue. 

The CuatrmMan. Proceed in order, Mr. Jones, and tell us what you 
think about the legislation pending before us. There is a lot to say 
about it. 

Mr. Jones. Mr. Chairman, we have said that we are sympathetic 
with the objectives of this legislation. 

Mr. Murray. What does that mean? You mean you are for the 
proposed rate increases in this bill ? 

Mr. Jones. We propose no rate increase in this bill. 

Mr. Murray. That is tosay you are for all of them? 

Mr. Jones. Some of them do not affect the retail industry in any 
way, shape, or form. 

Mr. Morray. That does not answer my question. I asked you 
whether you were for all the proposed increases in rates in this bill. 

Mr. Jones. No, sir; we don’t testify in that degree. We simply are 
trying to point out, sir, that the size and weight, which has done tre 
mendous damage to the retail industry and to the customers it serves, 
has cost in net revenue loss to the Department, which is in bad shape, 
as the record so clearly shows, from the standpoint of deficit, flowing 
directly from the diversion of the most profitable traffic in the Post 
Office Department to other forms of transportation. 
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Mr. Murray. Mr. Chairman, that is entirely extraneous matter. If 
you want to go into that now, I will just keep the witness here for an 
hour or so, and I will just show him that there is a tremendous loss 
in hauling these large packages, and, over the years, the more pack- 
ages the Post Office Department hauled under parcel post, the more 
they lost. And their deticit went up from, in 1946, $42 million, to $131 
million in 1951. That was the last year before Public Law 199 went 
into effect. 

There is no use in taking a whole lot of time arguing this matter, 
because it is not before our committee. 

Mr. Jones. Mr. Chairman and Mr. Murray, I would like to make 
this statement: that in the field of parcel post, the retail industry has 
accepted the increases on the basis of the cost of the service without a 
murmur. 

Mr. Murray. Did you appear at the hearings before the Interstate 
Commerce Commission and endorse the proposed i increases ¢ 

Mr. Jones. No, sir; but we did not oppose them, which is the equiva- 
lent; the same thing, in my opinion. 

The Cuaimman. Well, let us see if we can stick to the bill that is 
before us. ‘Then we will probably have another chance later on. 

Mr. Jones. We do know, sir, that of the $550 million in postal 
increases which have been voted by this Congress since 1948, $150 
million, or more than two-thirds, have been obtained from increases in 
parcel post rates. 

We are not here arguing about the cost of the size of the package. 
We do say, however, that the ridiculous situation that has been devel- 
oped is something that our people cannot understand. And we have 
pled for hearings through all of this session of Congress thus far, and 
without avail. 

The CHairman. But with respect to this legislation, you take no 
position’ On the legislation before us, as I understand it, you take 
no position at this time ¢ 

Mr. Jones. We oppose none of the proposals of the Postmaster 
General. 

The Cuairman. And you do not support them. Am I right about 
that? 

Mr. Jongs. There is no reason for us to support them, sir We do 
not oppose them. But we do say there is $52 million of revenue wait- 
ing like a red apple on the tree to be picked. 

Mr. Murray. That is just a lot of hogwash. 

The CuHarrman. Any question on my r left, or on my right 

Thank you, sir. 

Mr. Jones. Thank you very much, Mr. Chairman. 

(The prepared statement of Mr. Jones is as follows :) 


STATEMENT OF ROWLAND JONES, JR. 


My name is Rowland Jones, Jr. I am the president of the American Retail 
Federation, an organization with offices at 1625 I Street, Washington, D.C. The 
Awerican Retail Federation is a federation of 25 national retail trade associations, 
and 33 statewide associations of retailers, representing in all more than 600,000 
retail outlets. 

The members of the American Retail Federation are firmly committed to the 
objective of a balanced Federal budget. They have subscribed to the pertinent 
recommendations of the Hoover Commission on the basis of this position. To 
indicate specifically our position on recent issues, the American Retail Federation 
did not oppose the extension of the excess-profits tax nor has the federation 


| 


cre Sh, Sliema.» Same nce. ANN te EIR i ee A BBCI aE 4 





POSTAL-RATE REVISION 46] 


opposed the several increases in parcel post rates in recent years, including the 
36-percent increase approved by the Interstate Commerce Commisson which will 
go into effect shortly. The retail industry desires no subsidy from the Federal 
Government in any way, shape, or form. The industry has never sought a subsidy 
of any kind. 

With this general attitude and background, the federation naturally is sym- 
pathetic to the efforts of the Postmaster General to reduce the overall deficits of 
the Post Office Department. We applaud Mr. Summerfield’s forthright and busi 
nesslike approach to this serious fiscal problem 

At the same time we are greatly disappointed that the Postmaster General 
has not seen fit to submit to the Congress as a part of this proposal a simple 
recommendation which could erase more than $50 million of the present deficit 
without raising a single postal rate. There is a serious deficiency in the 
Postmaster General's proposal. 

Members of the committee, I refer to the parcel-post size and weight limitations 
which were imposed by Public Law 199 of the last Congress. 

Cost experts of the Post Office Department testified before the Interstate Com 
merce Commission, in the recent parcel post rate case, that the deficit of the 
Department in 1952 was increased by $52,440,000 as a direct result of Public 
Law 199. 

When the 82d Congress passed Public Law 199, the opinion of the majority 
was that such action would aid the fiscal status of the Department—notwith 
standing doubts expressed officially by the Department itself. Since that time, 
full and complete experience with the law has proved that Congress made a 
serious mistake. By that action it has made second-class citizens out of the 
patrons of first-class post offices by barring from the mails in those offices packages 
which are acceptable for mailing in the smaller offices. The Department acknowl- 
edges that gross postal revenues have been reduced by at least $100 million 
by this law. 

The $52,440,000 increase in net revenues, which could be achieved from a simple 
revision in the law, is a larger single item than any of the items in the Postmaster 
General’s program with the exception of the proposed increase in first-class 
nonlocal letters. In fact, this amount is almost three times as great as that 
which is proposed to be obtained from second-class mail about which there has 
been so much controversy. 

That is why, Mr. Chairman, we say that there is a serious deficiency in the 
pending proposal. 

I reiterate we are in favor of taking constructive steps to reduce the postal 
deficit, and we believe that one of the major steps which could be taken is not 
included in the recommendations of the Postmaster General. 

I believe the facts also should be set forth clearly showing that parcel post 
has borne a very large proportion of the postal-rate increases which have been 
imposed since 1948. The Postmaster General’s statement (chart No. 2) shows 
three increases of $162 million, $96 million, and $132 million imposed in 1949, 
1951, and 1952 respectively. In addition, there is the recent $160 million in- 
crease approved by the ICC. Approximately $100 million of the 1949 increase 
was borne by parcel post; all of the 1951 increase; and all of the 1953 increase. 
In other words, out of a total increase of approximately $550 million in postal 
rates since 1948, fourth class (parcel post) has borne approximately $350 mil- 
lion, about two-thirds of the total. 

We are hopeful that this committee in its consideration of the Postmaster 
General’s program—-which he so aptly calls “Proposals for reduction of the postal 
deficit”—will correct the deficiency of the Postmaster General’s proposal with 
respect to size and weight limitations. 

Mr. Chairman, I want the record to show that I am also appearing here on 
behalf of the National Committee on Parcel Post Size and Weight Limitations. 
This committee is composed of 112 national associations representing a wide 
cross-section of parcel-post users in many lines of activity. This committee has 
confined itself solely to the size-and-weight issue. I am submitting herewith a 
complete list of these organizations for the information of the committee. 


MEMBER ASSOCIATIONS, AMERICAN RETAIL FEDERATION 
NATIONAL ASSOCIATIONS 


American National Retail Jewelers Association 
American Retail Coal Association 
Association of Credit Apparel Stores, Inc. 
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Institute of Distribution, Inc. 

Limited Price Variety Stores Association, Inc. 

Mail Order Association of America 

National Appliance and Radio-TV Dealers Association 
National Association of Chain Drug Stores 

National Association of Music Merchants, Inc. 
National Association of Retail Clothiers and Furnishers 
National Association of Shoe Chain Stores 

National Foundation for Consumer Credit 

National Industrial Stores Association 

National Jewelers Association 

National Luggage Dealers Association 

National Retail Dry Goods Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 

National Retail Hardware Association 

National Retail Tea and Coffee Merchants Association 
National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery and Office Equipment Association 
Retail Paint and Wallpaper Distributors of America, Ine. 





STATE ASSOCIATIONS 


California Revailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 
Georgia Meres.ntile Association 

Idaho Coune!: of Retailers 

Illinois Federation of Retail Associations 
Associated Retailers of Indiana 

Associated Retailers of Iowa, Inc. 
Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation 

Missouri Retailers Association 

Nevada Retail Merchants Association 
Retail Merchants Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers Association 

Rhode Island Retail Association 

Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Associations 
Utah Council of Retailers 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association, Ine. 


ORGANIZATIONS CoOOPERATING WITH THE NATIONAL COMMITTEE ON PARCEL Post 
Size ANp WEIGHT LIMITATIONS 


American Gem and Mineral Suppliers Association ; 
American Institute of Laundering | 
American National Retail Jewelers Association 

American Retail Federation } 
Art and Antique Dealers League of America, Ine. isi" : 
Association of Buying Offices ory 
Association of Cotton Textile Merchants of New York " 
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Association of Credit Apparel Stores, Inc. 
Associated Retailers of Indiana 

Associated Retailers of Iowa, Inc. 

Associated Retailers of Washington 

Beauty and Barber Supply Institute 

Bureau of Salesmen’s National Associations 
California Retailers Association 

Clothing Manufacturers of the United States 
Colorado Retailers Association 

Corset and Brassiere Association of America 
Council of Texas Retailers’ Associations 

Delaware Retailers’ Council 

Enameled Utensil Manufacturers Council 

Florida State Retailers Association 

Garment Dyers Guild of America 

Georgia Mercantile Association 

Hat Institute 

Idaho Council of Retailers 

Illinois Federation of Retail Associations 

Infants and Juvenile Manufacturers Association 
Institute of Distribution, Inc. 

Kentucky Merchants Association, Inc. 

Limited Price Variety Stores Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Merchants Ladies Garment Association 

Michigan Retailers Association 

Millinery Stabilization Commission 

Minnesota Retail Federation, Inc. 

Missouri Retailers Association 

Motor and Equipment Wholesalers Association 
National Appliance and Radio-TV Dealers Association 
National Association of Bedding Manufacturers 
National Association of Chain Drug Stores 
National Association of Direct Selling Companies 
National Association of Greeting Card Publishers 
National Association of Hosiery Manufacturers 
National Association of House Dress Manufacturers 
National Association of Magazine Publishers, Inc, 
National Association of Men’s Apparel Clubs, Ine. 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers and Furnishers 
National Association of Shirt and Pajama Manufacturers 
National Association of Shoe Chain Stores 
National Association of Tobacco Distributors 
National Association of Wholesalers 

National Association of Women’s and Children’s Apparel Salesmen, Inc. 
National Blouse and Skirt Manufacturers Association 
National Coat and Suit Industry Recovery Board 
National Council on Business Mail, Inc. 

National Council of Salesmen’s Organizations, Inc. 
National Electronic Distributors Association 
National Foundation for Consumer Credit, Inc. 
National Gift and Art Association 

National Industrial Stores Association 

National Institute of Cleaning and Dyeing 

National Jewelers Association 

National Knitted Outerware Association 

National Luggage Dealers Association 

National Office Furniture Association 

National Outerwear and Sportswear Association 
National Retail Dry Goods Association 

National Retail Farm Equipment Association 
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ke lt te 


National Retail Furniture Association 
fational Retail Hardware Association 
ational Tea and Coffee Merchants Association 
ational Shoe Retailers Association 
ational Shoe Travelers Association, Inc 
ational Sporting Goods Association 
ational Standard Parts Association 
tional Stationery and Office Equipment Association 
ational Textile Traffic Bureau 
ational Wholesale Druggists’ Association 
tional Wholesale Jewelers’ Association 
evada Retail Merchants Association 
w England Shoe and Leather Association 
York State Council of Retail Merchants, Inc. 
orth Carolina Merchants Association, Inc. 
orthwestern Lumbermen’s Association 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pacific Coast Garment Manufacturers 
Pacific Northwest Apparel Manufacturers Association 
Pennyslivania Retailers’ Association, Inc. 
Plastic Coatings and Film Association 
Retail Merchants Association of New Jersey 
Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Retail Paint and Wallpaper Distributors of America, Inc. 
Rhode Island Retail Association 
Thread Institute, Inc. 
Tie Fabrics Association 
Toy Manufacturers of the U. 8S. A., Ine. 
Tufted Textile Manufacturers Association 
Underwear Institute 
United Infants’ and Children’s Wear Association 
Upholstery and Drapery Fabric Manufacturers Association 
Utah Council of Retailers 
Virginia Retail Merchants Association, Ine. 
Wallpaper Wholesalers Association 
West Virginia Retailers Association, Inc. 
Wholesale Dry Goods Institute, Ine. 


ZantanMaudaaaEaaaMmaat 


The CrarrMan.- Now we will hear from Mr. Gene Robb, general 
manager of the Hearst newspapers. 


STATEMENT OF GENE ROBB, PUBLISHER, ALBANY TIMES-UNION, 
ALBANY, N. Y., REPRESENTING THE HEARST PUBLICATIONS 


Mr. Ross. Excuse me, Mr. Chairman. That billing gives me an 
undeserved promotion. It was the general manager who asked that 
I come down to appear before you. 

The Cuarrman. But you are Gene Robb? 

Mr. Rows. My name is Gene Robb. I am publisher of the Albany 
Times-Union, Albany, N. Y., one of the Hearst publications, which I 
am representing at this hearing. 1 

The CuairmMan. You just represent the one publication? i 

Mr. Ross. No; I am representing the Hearst organization. 

The Cuarman. All right. Very well. t 

Mr. Ross. In the interest of saving time I will make some curtail- 
ments in my statement, which has been submitted in full for your 
record. , 

I first wish to thank you for the opportunity to be heard in opposi- 
tion to H. R. 6052. And I would also like to express to the entire 


oe 
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committee our admiration for your willingness, at this late date in 
your session, to tac kle the enormously comp! licated. prob lem of postal 
rates. It is: i big job to give the consider: ation which it eer te LO 
the proposal of the Postmaster General for the stiffest: incre: Ln 
postal rutes evel seriously) recommended. 

From what I have observed about these hearings thus far, you a 
vetting a chance to learn very quickly just HOW complicated and di 
ficult the problem is. Those of you who have served on this col 
mittee before, of course, already know more about it than most of u 
who come before you to present our partic lar concern. But to t 
new members espec! ally, I will try to convey some information whi 
we hope will be he Ip fu 1. 

] ama “freshm: ah , my self, hav Ing hee hi ay pe inted publishe I’ of oul 
\lbany newspaper just a month ago, and I know I need help, too. 
Prior to that, I was associated with the general management of the 
Hearst organization for 8 years, before that I served for 10 years a 
Washineton representative for the Hearst newspapers. One of the 
things I have had to learn about is postal rates. ‘They are very im 
portant but they are, assuredly, jyst sbout the most unromantic part 
of the publishing business. 

One of the things which disturbs me when we have these recurri 
arguments about postal rates is that someone—this time it has been 
au radio commentater—seems to find something sinister in the fact that 
the people who are asked to pay out a great deal more money ask foi 
a chance to come before you to register their opposition. We have 
always believed that the right of petition to our duly elected repre 
sentatives was the str: ightforward, American way 0 Papin py any 
legislation, particularly when it affects so many peop fe in such a vital 
manner as higher post: ale erga 


Could it be that in the present instance, this radio commentator 
is indulging in a bit of unfair competition f Radio, of course, 
ghly competitive with newspapers and magazines. But I a 


i 


never heard anyone in the publishing business seriously Suggest th: 
the radio stations, which operate under completely free license from 
the Government, should be required to pay the expense of running 
the FCC. 

Yet the Postmaster General, with the highest motives, wants the 
users of the mails collectively and right away, to pay out enough to 
put the Post Office Department on an almost break-even basis even 
through a substantial part of that money is clearly in the realm of 
public service for the benefit of all the people. 

We are honestly surprised by this bill. We were even more sui 
prised to see any rate bill put forward in the busy days just before 
adjournment. 

The Postmaster General said only 2 months ago: 

We have inherited a complex and outmoded postal establishment. We can 
and must turn this huge juggernaut around and give improved service at less 


cost, 

One member of the able team of business executives he has assem 
bled to help do this turnaround jcb—Mr. Maurice Stans—said about 
the same time that “the Post Office is the most antiquated, antediluvi lan, 
obsolete, tradition-riddled institution in the Government,” and he 
recommended “complete modernization of this whole sloppy anti- 
quated outfit.” 
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Mr. Stans also said: 
Congress has locked the door for the Postmaster General most of the way. 


As just one illustration, he said many of the routes covered by 
30,000 rural carriers could be consolidated but Federal law prevents 
it. Would it not be more reasonable for the Postmaster General to 
ask for the specific changes he believes he needs in these outmoded 
laws standing in the way of efficient operation before he proposes a 
quarter of a billion dollar rate boost ? 

Approaching the post-office problem in the same spirit of seeking 
more efficient service at less wasteful cost is the Advisory Council 
originally created by the last Congress but not activated for want of 
funds until it was set up by Senate resolution this year; the Carlson 
committee, which you have learned about, which will have its recom- 
mendations ready for your consideration less than 6 months from now. 
Is that too long to wait for a careful appraisal of the deficit problem 
we have been livi ing with at least 82 out of the past 100 years, insofar 
as the Post Office is concerned ? 

This afternoon, in the time that I had not otherwise engaged, being 
here overtime while waiting for a chance to appear before you, I got 
hold of a copy of the progress report, which I believe Senator Carlson 
inserted in the Congressional Record or made a speech about today. 
I would just like to call your attention, because you have expressed 
interest in the work of that committee, to this one short quote: 

One of the subgroups composed of outstanding businessmen is currently pre- 
paring recommendations to be presented through the Senate committee which, 
if adopted, might well save approximately $100 million annually in transporta- 
tion costs alone. 

There is a great deal more, and I am sure you will all be interested 
in having an opportunity to see it later on. 

Mr. Davis. Will the gentleman yield, Mr. Chairman? I would 
like to make an observation at that point. 

The Cuatrman, Judge Davis is recognized. 

Mr. Davis. He also said in that statement: 

* * * T feel confident that when the work of this study group has been com- 
pleted, recommendations will be made that, if approved, will save the Post 
Office Department and the taxpayers of this Nation several hundred millions of 
dollars. I am firmly convinced that we are proceeding along the correct path. 
And I would like to ask unanimous consent to insert that statement 
in the record immediately following this witness’ testimony. 

The Cuamman. Without objection, it is so ordered. 

You may proceed. 

Mr. Ross. The Postmaster General has also moved to obtain a bal- 
anced and outstanding group of people to serve as his Advisory Board. 
This Board has been confirmed by the Senate only within the past 
month and no meeting of the Board has yet been called. Would it 
not be desirable for the Postmaster General to get some advice from 
the Advisory Board on the rate question before this committee is 
asked to pass on his recommendations ? 

As a matter of fact, I believe the Postmaster General’s appointment 
of another important body, the Postal Rate Division, came just a day 
or so before this bill was introduced. 

Now just a few words to tell you about what this bill will do to our 
newspapers and magazines—— 


“ens aaciinettnw. 
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Mr. Murray. When was this Postal Rate Division established ? 

Mr. Ross. According to our rese¢ ure hes, Postmaster General Arthur 
E. Summerfield testified on April 27, 1953, before the House Appro- 
priations Subcommittee on the Treasury and Post Office Departments 
as follows: 

Funds have been appropriated by your committee for a Division of Rates but 
such a Division has never been established. We intend to take steps to provide 
for this activity and to make full use of it in developing and presenting rate 
recommendations for the guidance of Congress and other bodies empowered to 
pass on such matters. 


xo 


Postmaster General Summerfield testified on May 12, 1953, before 
the Senate Appropriations Subcommittee on Treasury and Post Office 
Departments: 

A staff to provide postal management and Congress with research data on rates 
charged to users of the mails has not been established despite the fact that funds 
for such a group were authorized by Congress 2 years ago. 

The Postal Bulletin of May 21, 1953, under the heading “Orders of 
the Postmaster General,” gave details of a reorganization of the 
Bureau of Finance, and included the following sentence: 

All postal-rate functions now performed by the divisions transferred to the 
Bureau of Post Office Operations by paragraph 3 hereof are transferred to the 
Division of Postal Rates. Bureau of Finance. 

I will proceed. 

Just a few words to tell you about what this bill will do to our news- 
papers and magazines and to many hundreds of others which rely on 
the mails in varying degrees to bring their publications to the hands 
of their readers. 

Last year, in April, the newspapers and magazines started to pay 
a progression of annual increases in postal rates of 10 percent a year 
for 3 years. From April 1952 to the latter part of 1954—just a little 
over 2 years—our rates would be increased by 67 percent. 

This may seem eminently fair to a few newspapers whose press 
comments have been inserted in your record by the Postmaster Gen- 
eral but to many of us, a 67 percent rate boost means disaster. May 
I also call your attention to the fact that the Postmaster General gave 
you the comments of only 13 newspapers; 6 were Scripps- Howard 
newspapers and 4 were other evening papers which use almost no 
mail for their deliveries. 

Further, this progression of postal-rate increases is occurring while 
it is becoming increasingly difficult for a growing number of public a- 
tions to make ends meet. 

Before these hearings are over I know you will learn what has 
happened to mag: azines—the results of an independently audited study 
of 118 of the leading magazines showing their last year’s profits after 
taxes at only 2.9 percent of sales, lower than any time since they 
have been keeping these records. And those go back to the middle 
thirties. 

Profit figures for newspapers as a whole are not available. How- 
ever, from our annual statement you can learn that Hearst Consoli- 
dated Publications, I regret to report, earned less than 1 percent after 
taxes on sales last year. I can also tell you that the job of staying 
in business is becoming increasingly difficult for the newspapers in 
the few remaining cities where there is newspaper competition. And 
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it happens that the Hearst newspapers have competition in each of 
the 12 cities where we publish. In fact it is the Hearst papers which 
supply all of the competition in five of these cities. Unlike the Post 
Office with its monopoly, we have none. 

Whether or not it is the judgment of this Congress that we should 
pay more than the present progression of 10-percent rate increases, 
and that others shall pay more, the effect of these increases is the same 
as the effect of raising further our taxes: More money for the Govern- 
ment, less left for the taxpayer. 

Perhaps it was unrealistic to expect a tax reduction this year. But, 

urely, it has come as an unpleasant surprise to find this administra- 

tion taking not only the magazines and newspapers but the people 
as a whole to pay out still more money for the operation of govern- 
ment. If the Government starts collecting an additional quarter of 
a billion pT million, I believe is the accurate figure—from 
the people this year, whether from postal rates or any other source, 
how can this be fairly described as the Postmaster General described 
it—“a tax-reduction program” ? 

[In conclusion, | would like to try to answer briefly two questions 
which many of you may be asking. 

The first question is: “Haven’t your other costs gone up more than 

0 percent since the last change in postal rates?” A partial answer 
that, fortunately, our other costs have not risen 20 percent since 
we started paying the progressive increases last year and we are 
reasonably certain they won't go up as much as the remaining 10 
percent within the coming year. Prices on most things no longer are 
soing up. Wholesale commodity prices and farm prices, as you gen- 
tlemen well know, are down. It is going to be diflicult to afford to 
pay that last 10-percent increase in rates next April even if business 
continues at its present level. That, we believe, would be the earliest 
time to take another look at this problem in light of then-existing 
conditions. 

The second question is: “Who is to make up the postal deficit?” 
he answer to that, of course, rests in part with the administration of 
the Postmaster General and in part on the judgment of the Congress. 
We would like to leet asize th it it is a Judgment we hope you will 
never surrender. Daily mail service and c ‘hi arges touch the lives of all 
the people too closely, in our view, for rates ever to come under the 
control of anyone except directly elected representatives, 

The part of the answer that rests with the Postmaster General is 
the ability of his team to make progress in cutting costs, streamlining 
operations, et cetera. We suggest 6 months is not too long to wait to 
look over the results of these important and constructive efforts before 
talking rates. 

The other part of the answer depends on the postal-rate policy that 
is set, and should be set, by the Congress. 

Insofar as periodicals and newspapers are concerned, that. policy 
was initially set in 1879 when Congress decided that the free flow 
of information to all the people should be encouraged by low postal 
rates. Over the years, that policy has never been repudi: ated. It has 
been modified from time to time to give even greater encouragement 
to certain second-class publications. 

Special action has been taken to meet special situations. Thus 
there is the free-in-county service for newspapers mailed for delivery 
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within the county of publication. Religious, fraternal, scientific, labor 
publications, if organized on a nonprofit basis, go through the mails 
at lower rates than the magazines and newspapers which have to run 
on a breakeven basis. The bill before you continues the special privi- 
leges accorded these publications, and to them we have no objection 
whatsoever. 

However, it has been the daily newspapers and the general maga 
zines to which most attention is always drawn, or seems to be drawn, 
whenever the question of second-class rates is brought forward. The 
combined total pues of daily newspaper and ge neral magazine mail 
account for only 2 percent of all publications sent by second class 
last yea re The Selpasd increases in) sec ‘ond-« ‘lass rates, howe ver, are 

ipp lied almost entit ely o this less than half of the total. 

We contend that second-class mail continues to be a supplementary 
service of the Post Oflice Department. 

Mr. Murray. What do you mean by that statement ? 

Mr. Ross. If I may go on just a couple of paragraphs, I will de 
velop that. 

Mr. Murray. All right, sir. 

Mr. Ross. No one has = accurately measured how much the 
Depa rtment would save if ere were no second-class mail: the sav 


os 


ing certainly would make no + daehade dent in the purported half-bil 
lion dollar deficit than the extra $20 million now asked by the Post 

mastel Gir neral il the risk ot the ver existe! ce of many second-class 
ral lications. 

Mr. Murray. What would happen if there were no first-class mail? 

Mr. Rose. There wouldn’t be any Post Office Department. 

We have no criticism of the cost-ascertainment system as an arith 
metic exercise, although we honestly believe its existence does more 
harm than good 

The CnHarrman. You say what? 

Mr. Ross. I say we have no criticism of the cost-ascertainment sys 
tem as an arithmetic exercise, although we think its existence does 
more harm than good. 

The Cuarrman. You call it an + exercise / 

You do not have much respect for it, do you? TI mean, do you? 

Mr. Ross. Well, let me explain, in 1 par agraph, further on that. 

This system treats all mail as chowigh it represented everything that 
moved on a railroad. 

Then, on a per-piece, per-pound, and mileage basis, it alloeates 
costs. 

Now, if a railroad followed that practice, it would cost several times 
as much to move a gondola of coal as to carry a full carload of pas 
sengers. We don’t know why any railroad means want to compile 
such data, and we don’t know what it accomplishes for the Post Office 
except to make everything but first-class mail a “whipping boy” on 
rate matters. 

Hence. our suggestion is that for your guidance, as an aid in deter 
mining policy, the Post Office Department be asked to isolate the “plus 
cost”—this out-of-pocket cost—of handling second-class mai]—that 
is the expense it could eliminate if it were to eliminate all second-class 
mail, 

And that is the supplementary service aspect, Mr. Congressman, that 
I was referring to. 
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You would then start with that relatively small amount of “plus 
cost.” Then if you wish to continue the policy of special exemptions 
for certain publications, free in county, et cetera, the pro rated cost 
of handling them would be deducted. We are confident you would 
find that the remaining 42 percent of the second-class volume which 
represents daily newspapers and general magazines would more than 
pay their way under present rates. 

If the cost-ascertainment report, in our view, continues to be used 
whenever rate questions arise, the deficit problem will also continue, 
or it will appear that you are making a profit on the one class of abso- 
lute monopoly mail—first-class letters. It seems clear that something 
is wrong with any cost system if it shows first class as a whole still 
making a little profit when rates are the same as in the depression year 
of 1934. 

We have wholeheartedly endorsed the modernization measures initi- 
ated by the Postmaster General. We thoroughly approve such cost- 
cutting actions as the elimination of mass weighing of all second-class 
mail which was ordered last week; by this one simple step alone, 
according to the best estimates we have been able to get, the Post- 
master General will save from 20 to 25 percent as much as he has 
asked for in second-class increases in the bill presently before you. 
Given an opportunity, we would like to try to help him find even 
greater fields for practical savings. But we must also state that we 
believe he has been ill advised to seek rate increases before he has 
effected all the economies that are in sight. 

Performance, in our opinion, should take precedence over promises ; 

savings should be realized before any additional burdens of Govern- 
ment costs are imposed upon the people or any part of the people. 

The Cuarrman. Thank you, sir. 

Mr. Murray. How many magazines do the Hearst Publications 
publish ? 

Mr. Rors. Ten. Good Housekeeping, House Beautiful, Harpers 
Bazaar, Town and Country, Sports Afield, American Druggist, Motor, 
and then we have three English publications, Connoisseur, and an 
English edition of Good Housekeeping and Harpers Bazaar. 

Mr. Murray. And how many newspapers are you publishing ? 

Mr. Ross. Fifteen. 

Mr. Murray. What percentage of the newspapers that are pub- 
lished in metropolitan cities go through the mails? 

Mr. Ross. A very small percent if they are evening newspapers, 
sir. The evening newspapers do not have a postal-rate problem, be- 
cause in order to get the papers out quickly, with afternoon service 
to the reader, they do not use the Post Office Department. It is pri- 
marily a morning-newspaper problem. 

Mr. Murray. Your main concern, then, is about the increased cost 
as it will affect magazines? 

Mr. Rogs. We have a double concern, sir. Our postal costs for 
the total number of magazines are greater than for the total number 
of newspapers. But they are important costs in both operations. At 
least they are important on an individual basis. 

Mr. Murray. What percentage is it greater? 

Mr. Rogs. Two and a half times; newspapers, about 32 or 35 percent. 

Mr. Murray. How much has newsprint increased for your publica- 
tions in the last 10 years? 
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Mr. Ross. Too much. 

Mr. Murray. How much? About what percentage? 

Mr. Ross. I believe from about $50 a ton to $126 a ton. And each 
time those increases come through, it presents a grave problem of 
adjusting operations to do it. The one thing that was accomplished 
by the bill you gentlemen approved 2 years ago was to make the in- 
creases on a gradual basis. About 10 percent a year in any major item 
of cost is just about all that susiness can absorb. 

Mr. Murray. How much have labor costs increased during that 
time ¢ 

Mr. Rose. I would imagine about the same amount. It is the mat- 
ter of when the costs are suddenly thrust upon you. If you can take 
costs and gradually work them into the American business scheme of 
things, and everybody pays the same amount about the same time, 
you can usually manage to survive. But it is the suddenness of large 
boosts that makes ope rations extreme ‘ly hazardous and difficult. 

Mr. Murray. And yet you have only had a present increase of 20 
percent over a long period of years. 

Mr. Ross. Twenty percent over a long period of years? It is also 
20 percent of 1951. And 1951 was not a very good year. 1952 for 
publications was even worse. 

Mr. Boron. Mr. Murray, would you yield right there? 

Is it not actually a fact that 1952 was one of the best newspaper 
years, advertisingwise, in the last 20% 

Mr. Ross. I think newspaper advertising lineage has been moving 
up, happily, progressively, every year for a long time, I mean since 
wartime restrictions were removed. We are up to a very, very high 
break-even point. If we didn’t get that increase in advertising line- 
age last year, our profits would have been even less than 1 percent. 

Mr. Bowron. Is it not actually a fact, though, that members of the 
newspaper-publishing field consider 1952 to be an exceedingly high 
year as far as yield is concerned, under present conditions of cost? 

Mr. Rogz. I am only familiar, sir, with the situation in the cities 
where we operate, which, as I say, are competitive situations. If 
you den’t have competition, life is quite a bit easier from what little 
I have learned about newspaper operation. 

Mr. Botron. If the gentleman would yield to me for one more 
question / 

Are you in a position to say what the cost in the Hearst chain is, 
the comparative cost, between that paid for the mail and that paid for 
expenses, overall expenses, what that relationship would be 4 

Mr. Rogs. Not on an entire organization basis. 

Mr. Borron. How about with your own newspapers ¢ 

Mr. Rozs. We have 10,000 mail circulation out of a circulation of 
approximately 57,000. And I will be very frank to say that I haven’t 
got the cost figures on that. It is not a large percentage item in total 
labor, newsprint, all other costs. It does add suddenly a big ball of 
wax if you have to take a sudden great increase at any time, whether it 
be labor or newsprint or post office or whatever it is. 

Mr. Borron. But it is a relatively minor item of cost insofar as a 
hundred percent of cost is concerned ? 

Mr. Rors. I would say “yes,” if you emphasize the word “relatively.” 

Mr. Murray. How much have your advertising rates increased over 
the last 10 years? 
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Mr. Rozz. I would like to answer that the same as I did about 


newsprint. Not enough. 

Mr. Murray. What percentage, though ¢ 

Mr. Ross. I will have to ask you if you are speaking of an actual 
dollar increase for a given publication. 

Mr. Murray. That is right. 

Mr. Ross. Or the amount it has increased per thousand readers ¢ 

Mr. Murray. Percentage increase. 

Mr. Ronse. I would imagine that advertising rates on a per-thousand- 
reader basis, which is, I believe you will agree, the only proper way 
to figure them, have not gone up more than about 15 to 20 percent. 

Again, it varies a great deal from city to city, from paper to paper. 

Our advertising problem is again this very rugged problem of com- 
petition, which has become even more aggravated with the tre- 
mendous upsurge of television. Not only do we now have radio but 
television as a terrific competitor for the advertiser’s dollar, and we 
can’t raise those rates nearly as much as we ought to be able to raise 
them to keep pace W ith these rising costs. 

Mr. Murray. Have you increased your subscription rates? 

Mr. Ross. Yes, sir; subscription rates have been raised. 

Mr. Murray. How much ? 

Mr. Ross. Again, you have a competitive situation on subscription 
rates. 

Mr. Murray. Have you increased your circulation over that period? 

Mr. Ross. Total circulation? Oh, yes. 

Mr. Murray. By what percentage / 

Mr. Ross. We are selling more newspapers, more magazines. 

The Cuarrman. How much more than 10 years ago? 

Mr. Rosr. This is an estimate. I would say 15 percent. 

Mr. Murray. Well, I understand newspapers had a pretty good 
year so far as profits are concerned last year. That is what certain 
newspapermen have told me. 

Mr. Bouron. If the gentleman would yield to me, I do not mean to 
imply that profitwise they were necessarily good. I meant that so far 
as the situation revenuewise was concerned, it was considered a good 
year. But the newspaper publishing profession as a whole is worried 
about keeping costs equal to revenue. 

Mr. Reams. Did you hear the statement of Mr. Maurice Stans, who 
is a cost accountant now associated with the Post Office Department, 
on July 14, here? 

Mr. Rone. No, sir; I did not. 

Mr. Reams. Have you read the statement he made? 

Mr. Ross. I may have it here in this collection of material. 

Mr. Reams. Have you read it ¢ 

Mr. Ross. I read it. I wasn’t able to study it carefully, but I 
thought actually that he made 2 or 3 very en points. He ob- 

served that it did not consider the priority of service that some classes 
of mail receive over other classes, and IT think he was justifying it, and 
I would be glad to agree with him, that as a fair measure of eac h item 
of cost, it probably isn’t very far off. It is a question of if you are 
going to allocate—well, let us take your county publications, that I 
mentioned, because they are free. If you allocate to them their pro- 
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portionate share of cost, of course, you are always going to have a 
deficit in that particular branch of the mail. 

Mr. Reams. What I was getting at was this: In the light of that 
statement, if you have read it carefully, I wonder if you would still 
say that the cost- -ascertainment report which he refers to many times 
in here is still just an exercise in arithmetic. 

Mr. Ross. From the standpoint of ratemaking, sir, that is all the 
good we see it does. 

Mr. Reams. But you have not read this statement and have not 
heard him ¢ 

Mr. Ross. I have a copy of the statement here, and I have read 
through his statement. 

Reams. And you still say the cost-ascertainment report is just 
in exercise in arithmetic ¢ 

Mr. Ross. Unless, sir, you wish to change basically the policy that 
the Congress has laid down for over a long period of time, we don’t 
see what it accomplishes from the standpoint of helping to fix rates. 

Mr. Reams. That is all. 

Mr. Coix. I wonder if the gentleman’s opinions expressed on thx 
hill are as sound as his opinions expressed as to the cost-ascertainment 
system. 

The Cuamman. Mr. Moss? 

Mr. Moss. Mr. Robb, getting back to this cost ascertainment, you, I 
imagine, in your business maintain a cost-ascertainment system for 
vour advertising rates. It is based on some relation to cost; is it not ? 

Mr. Ross. They are based on some relation to costs. 

Mr. Moss. Even in display advertising, for example, you have a 
viven rate in your paper ¢ 

Mr. Ross. That is correct. 

Mr. Moss. It is generally recognized that some portions of your 
paper are better positions. Do you charge more for those than for 
others ? 

Mr. Ross. Not so much on the basis of position, although some 
publications have position rates. But you do have quantity discounts 
that in the store field amount to a great deal. In other words, if you 
find a department store or another retail furniture store which is will 
ing to take, let’s say, a page of advertising every week, and you know 
that you can count on that page of advertising every week, or every 
day, he will get a lower rate than someone von vou have to solicit 
and put the same amount of sales effort to for a 2-page ad. And you 
have a rate card which, as far as I know, is common to all newspapers. 
which has a sliding scale of retai] advertising rates. There may be a 
very few exceptions, but most newspapers do. 

Mr. Moss. You do not necessarily charge for any preferential space 
in the paper ? 

Mr. Ross. No. 

Mr. Moss. That is in the preferential rate. 

Now, going over here, you mentioned rail rates, as one example of 
the thing they would not do that we apparently are going to do. Is 
it not true that most of your rail rates in this country, ‘the differentials 
between different types of material carried, started many years ago, 
when rails were trying to build loads, or when they wanted choice 
locations, or in the case of coal, where possibly there was a captive 
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mine, a mine owned by the railroad, and that those rates have been 
attacked for many years as not being equitable? I come from Cali- 
fornia, where we have had one of the most difficult problems in trying 
to be equitably treated in the matter of rail rates. 

Would you advocate the railroad system of ratemaking for Congress 
to follow in establishing postal rates? 

Mr. Ross. No, sir; I would not. But I believe you have made an 
excellent point. I say I would not because I don’t know enough about 
railroad ratemaking. Al}! I know is that bulk rates on such items as 
coal are certainly a lot lower than on such items as passengers. But 
vou did, I believe, touch on a very important point in speaking of the 
historical development of those rates and the constant efforts that are 
made to modify them. 

We feel that the Post Office Department, to that extent, is in some- 
what the same position, that there has been a historical development 
of preferential rates within the Post Office Department. 

Mr. Moss. That point, which I agree with, takes us to another point. 

You say if the cost-ascertainment reports continue to be used, what- 
ever rate questions arise—and then you refer to the fact that first class 
shows a profit today as it has every year since 1934. Is it not a fairly 
sound assumption that rates, when they were raised in 1934 on first- 
class mail, were raised primarily to produce revenue, and not to achieve 
equality between rates within the postal system ? 

Mr. Rorr. I suppose that may have been true. 

Mr. Moss. And you had a temporary increase at that time which 
lasted for 2 years on second-class matter. They then reverted to the 
old rate, and the first class continued to carry the heavier rates. So 
that that would be no criterion on which to establish a case of costs. 
That was a matter of congressional policy to underwrite deficits. 

Mr. Rogs. That is correct. 

Mr. Moss. I felt then and I feel now that that is a wrong approach. 

I think our first move here should be to realize fully that the post 
office is a 2-headed institution, 1 public service, 1 business; and to the 
extent that the public-service factor enters into it, it should be subsi- 
dized or paid for as any other department of Government, from 
general revenues. I do not feel it is fair to take one rate and use it 
to subsidize deficits which are incurred as a result of service to all of 
the public, not necessarily to users of that one rate of mail. 

Do you not think we should here try to establish the degree to which 
the Post Office Department is a service agency of Government ! 

Mr. Ross. I believe that would be a very constructive solution. 

Mr. Moss. Now, on the matter of the second-class mail, the Post- 
inaster General, and Mr. Stans, made the statement that it does not 
even pay the cost of transportation. It may be granted that up to 
a certain point the cost-ascertainment system was fairly accurate. As 
I understand it, on transportation, it is on a cubic content. Therefore, 
that is a measurable content as it applies to that class of mail. And 
they say that that does not produce sufficient revenue to pay the 
tr: ansportation costs, 

Mr. Ross. I am no expert on that cost field. 

I have been advised that it is, again, an allocated cost that it is not 
an actual cost, and I would like to also advert to Senator Carlson’s 
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statement of today, that one of the things they hoped to be able to do 
was to save a hundred million dollars a year in transportation rates. 

I think the transportation field on postal operation is perhaps, if 
you consider the enormous strides that transportation has made in 
this country over the past years and the tradition-bound rules of the 
postal est: iblishment—I believe that is one field where enormous say 
ings ought to be realizable. 

‘Mr. Moss. I cannot help but agree with you. I think that we do 
need more facts if we are going to arrive at a sound rate policy for 
the Post Office Department. But I do not like the continuing move 
or tendency of the testimony to sort of want to slough off on to the 
first-class user, who is not represented here—they are not organized 
the cost of essentially public-service features of the postal system. I 
think that that is wrong. I do not quarrel with the value of the 
second-class mail to the general public, but I think if it is of value to 
them, they should pay, and not just one class of user. 

I will yield to Mr. Hagen. 

Mr. Hagen. Mr. Moss, I am very happy you brought up that 
point—and it has not been brought out clearly before; I will say 
that—to the effect that three-fourths of the space in the average 
mail car is used for the purpose of handling first-class mail, and only 
one-fourth of the car rightfully should be charged transportation 
costs. I am not sure, and I do not know yet, whether or not the Post 
Office Department charges the full amount of the car as transporta- 
tion costs. The truth is, of course, that three-fourths of the average 
mail car is for the purpose of handling first-class mail by the mail 
messengers, one or more, in the car. 

So it is something we should look into and find out what the full 
story is on it. 

Mr. Moss. Mr. Stans stated that it was allocated entirely on cubi: 
content, that the space used was charged against first-class mail, the 
space used for first was charged against first. 

Mr. Hacen. But how about the space used for the messenger, th 
fact that only one-fourth of the car is used for storage of mail? 

Mr. Moss. I think it is a point worthy of further investigation. I 
seemed to me that inherent in his statement was the fact that the en 
tire amount of space used for first class was charged against first class. 

The Cuarmman. Mr. Dowdy? 

Mr. Dowpy. I was interested somewhat in this, and maybe I can 
get some facts that will help us. 

You have taken the year 1934 as the criterion for part of your state- 
ment here. You have mentioned that your company, or the people 
you work for, are now publishing 10 magazines. 

How many of those magazines were you publishing in 1934? 

Mr. Ross. I believe all except one. Nine. 

Mr. Dowpy. I believe you said Good Housekeeping was one of them. 

Mr. Ross. That is right. 

Mr. Downy. I was quite sure it was published in 1934, because it 
has been coming to my house for as many years as I can remember. 
But on those 9 magazines that were published in 1934, compared to 
the total circulation of your 10 magazines published in 1953, how 
does your circulation compare 
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Mr. Ross. I am very sorry that I can’t give the answer to that. I 
probably should be able to, because I think we have done rather wel! 
circulationwise, and I would like to advertise the fact. They have 
grown, certainly. 

Mr. Dowpy. In other words, it would be many, many more times now 
on circulation than in 1934¢ 

Mr. Rows. No, not many times. It was a very well established and 
successful magizine in 1934. It carried us through the depression. 
I know that. 

Mr. Downy. All nine of them [ am talking about. I am just grasp- 
ing for figures. It is probably more than adequate. If your circula- 
tion for all of them was 500,000 in 1934, the circulation would prob- 
ably be 10 million now; would it not? 

Mr. Rows. No, | am sorry, sir, but it hasn’t been that enormous. I 
would guess 50 percent, possibly, over 1934. That is just a guess. But 
it would be in that neighborhood. 

Mr. Downy. Your Good Housekeeping has increased much more 
than that; has it not? 

Mr. Rors. Not in the total circulation, no, sir. We have had some 
magazines like Time and Life that have grown enormously. 

Mr. Dowpy. Your statement seemed to indicate that you believed 
that the biggest part of the additional cost of the Post Office Depart 
ment has been due to the first-class mail. 

Mr. Ross. No, sir. Lam sorry if I left that implication. The thing 
which does trouble us is that if first-class mail was a fair rate in 1934, 
it was still making a profit. 

Mr. Dowpy. But in 1934, it was considered 2 cents was a fair rate at 
that time, and this extra penny which was put on was put on as a tax, 
which came from the Ways and Means Committee. 

Mr. Rops. If that be true, then that is an entirely different con- 
ception. If you are going to treat first-class mail as a tax, that is 
another matter. 

Mr. Downy. I think the biggest cost of the Post Office Department 
is in the number of employees. 

Now, it is my understanding, and | believe it is substantially true, 
that the number of people employ ad in the Post Office Department 
now is as many as was employed or just about as many as was em- 
ployed by the entire Federal Government in 1934. And I believe you 
would probably agree with me, that that increase would not have been 
lecessary to take care of the increase in first-class mail. 

Mr. Rorr. Of course, all mail has increased. And it is, I] believe, 
primarily a volume job. That is what all American business has been 
doing, building greater volume, greater distribution, whether it be 
mag Zines or was! ing machines, at as reasonable prices as the com- 
petitive system will allow. 

Mr. Downy. I was disregarding in my question the newspapers, be 
cause I understood that your newspapers were not going ito the 
mail in any substantial amount. 

Mr. Rors. The morning newspapers continue to reach the mail to 
reach their outside subscribers, All morning newspapers which at- 
tempt to serve more than the local city area where they are published, 
that is. 
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Mr. Dowpy. And when you speak of the volume of mail that has 
ine reased, the stuff that takes up space has been magazines, to a great 
extent. 

Mr. Ross, I imagine that is true. They pay at least the rate on that 
volume. In other words, as volume goes up, so do their rates. 

The CHarrMan. Judge Davis? 

Mr. Davis. No questions, Mr. Chairman. 

Mr. Hagen. I think you made a statement on this, but I believe it 
has been admitted by the Post Office Department that no consideration 
has been given to the matter of deferred handling of mail, third class 
and otherwise, and here also was some portion of the statement ad- 
mitting that it was a matter of judgment in some instances. 

So would it not appear to you—and I believe they are using the 
same program, the same me ‘thod of cost ascertainment now as they had 
in the previous administration. Do you not think it is time for a 
fresh look at this important problem or project known as cost ascer 
tainment / 

Mr. Ross. I certainly do, Mr. cee ep I think that is one 
of the further things that Senator Carlson said his committee was at 
work on, in this statement which he anveres today. Iam very happy 
that they are. 

The Cnatrman. Thank you, sir. 

Mr. Ross. Thank you. 

(The statement of Senator Carlson previously referred to is as 


follows:) 


STATEMENT IN THE ForM OF A ProGress Keport REGARDING THE ACTIVITIES OF 
roe ADVISORY COUNCIL TO THE SENATE Post OFFICE AND CIVIL SERVICE CoM 
MITTEE ESTABLISHED PURSUANT TO THE PROVISIONS OF SENATE RESOLUTION 49, 
Approvep Marcu 6, 1953, By SENATOR FRANK CARLSON (REPUBLICAN, KANSAS), 
CHAIRMAN, SENATE Post OFFICE AND CIVIL SERVICE COM MITTEE 


Mr. President, much concern and a great deal of interest is currently being 
expressed regarding the activities of the Advisory Council to the Senate Post 
Office and Civil Service Committee on postal matters, appointed April 1, 1953, 
pursuant to Senate Resolution 49, approved by the Senate March 6, 1953. 

Senate Resolution 49, which is similar to the language contained in the postal 
rate bill of the 82d Congress that authorized the nppointme nt of a joint com 
mittee and received the unanimous endorsement of both Ilouses of Congress, 
provides that the Senate Committee on Post Office and C Nivil Service report on 
January 31, 1954. on the results of the studies and recommendations of this 
group. However, because of the interest in the activities of this Advisory Council, 
I desire to now give a short statement in the nature of an interim progress report 
in an attempt to outline some of the things this group has done and some of the 
objectives during the next 6 mavens 

On April 1, 1953, I appoi peed rroup of 10 outstanding citizens comprised of 
industrial, labor, and civic leaders, and widely known representative large users 
of the various mail services with a vast amount of valuable experience to assist 
the Senate committee in this very complicated problem of trying to improve the 
efficiency and the service of the Post Office Departinent to the American public 
and to reduce the deficit that has been steadily mounting in recent years. Many 
meetings of this Advisory Council have been held in Washington and a number 
of subcouncils have been established in an attempt to break the study down into 
different segments considered important in arriving at a solution in the short 
period of time allotted to the committee to complete its study. 

One of the subgroups composed of outstanding businessmen is currently pre 
paring recommendations to be presented through the Senate committee which, if 
adopted, might well save approximately $100 million annually in transportation 
costs alone. Another subgroup is busily engaged in a study of the cost-ascertain 
ment system now being used by the Post Office Department. As most members 
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of this body well know, when the Senate has had to consider postal-rate increases 
in the past many charges have been made concerning the validity of the cost- 
ascertainment system when used for ratemaking purposes. One of the things 
we hope to do is to establish a postal ratemaking formula which will be more 
equitable and acceptable to all mail users and which may be used by the Congress 
as a sound basis when considering future proposals in mail rates. When the 
Post Office Department was established Congress delegated itself the authority to 
set and adjust rates. This problem has become so complicated that the Congress 
must now establish the necessary machinery to guide it in establishing such rates. 

The Advisory Council has initiated, with the approval of the Senate com- 
mittee, a contract with the National Education Association for a special study 
to ascertain the value to the Nation of the numerous educational provisions of 
the United States postal service. This study will proceed on this thesis: 

“A segment of postal service concerns activities having to do with education 
and particularly adult education. Books, magazines, newspapers, films handled 
through the mail, correspondence instruction, and mail of all classes has to do in 
the broadest way with education. Does the value to the Nation of this education 
use justify a decision that a portion of this cost should be regarded as Govern- 
ment service to its citizens as is he case with other Government departments?” 

We are also negotiating for a study to be made by the National Industrial 
Conference Board to explore the relationship of the Post Office Department to 
our national economic structure, particularly its contribution to American busi- 
ness. In addition the committee has been able to secure the services of one of 
the outstanding cost-accounting firms of this Nation to assist it in its accounting 
surveys. 

lor the first time in many years all of the organizations representing the post- 
office employees have been given the opportunity to sit down around the table 
and pool their resources in one common objective—that of improving the efficiency 
of the Post Office Department at less cost to the taxpayer. Many meetings of 
this personnel group have been held and much progress made. I am confident 
from this reservoir of knowledge gained through many active years of postal 
service and representing the postal employee before the committees of Congress 
that recommendations will be made which will result in far greater efficiency 
and economy to the Department and to the people of this Nation. 

Mr. President, I feel confident that when the work of this study group has been 
completed recommendations will be made that, if approved, will save the Post 
Office Department and the taxpayers of this Nation several hundred million 
dollars. I am firmly convinced that we are proceeding along the correct path. 


Mr. Hagen. Mr. Chairman, before you call the next witness, can I 
ask permission to make an insertion in the record at this point? 
I think it is appropriate because Mr. Moss brought out the question of 
second-class mail, and I further mentioned the fact about the railway- 
mail cars and the proportion of space used in railway-mail ears. 

It seems that I was interviewed the other day and apparently made 
a little error or misstatement. It is possibly an error, or they might 
have misquoted me, but in any case, I will accept it as an error on my 
part. This is what I was purported to have said. It is only a para- 
graph of a newspaper article. 

Hagen has figures to show that the railroads including their subsidy payments 

gets 44 cents a ton-mile for carrying first-class mail. 
It was my impression I was talking about airmail. But, in any event, 
I am quoted as having said this, and if I am quoted correctly, I apolo- 
gize and retract the statement. I would like to place in the record 
a letter from the Association of American Railroads, written to 
me as of yesterday, explaining to me the story of the costs of carrying 
the mail by the railroads. 

I think it would be helpful for the record at this point, because it 
brings out the figures as to payments for railroad movement of mail. 

So, I would like to have permission to insert the letter from the 
Association of American Railroads in the record at this point. 
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The Crairman. Without objection, the statement will be inserted 
at this point in the record. 
(The statement referred to is as follows :) 
















ASSOCIATION OF AMERICAN RAILROADS, 
Pustic RELATIONS DEPARTMENT, 


Washington 6, D. C., July 24, 1953 
Hon. HAkonp C. HAGEN, 


House of Representatives, Washington, D. C. 

DEAR Mk. HAaGeN: I appreciate greatly your kindness in calling about the 
question of railway and airline mail pay, and am glad to enclose a copy of Mr. 
Hunter's story as it appeared in the Chicago American of July 17. I do not have 
copies but I understand that it appeared in the San Francisco Examiner of July 
17 and also in the Detroit Times. No doubt as a syndicated article it has 
appeared elsewhere. 

The following figures as to payments for movement of mail are based on the 
cost-ascertainment report of the Post Office Department for the fiscal year ending 
June 30, 1952, and references to columns and lines are to the tables in that 
report: 

Nonlocal first-clas mail moved by surface carriers amounted in that year to 
125,004,869 ton-miles (table 40—A, column 4, line 3). There is no precise separa- 
tion between the amounts moved by rail and by other surface carriers, but the 
payments made for such handling were $40,600,055 to railroads (table 70, col 
umn 2, line 7) and $4,292,435 to other surface carriers (table 70, column 2, lines 
1-6 and 8). 

Payments are made to the railroads not on the basis of weight carried but of 
space used. Not less than three-fourths of the space used in handling first-class 
mail is not required for transportation but is devoted to facilities for distribut- 
ing mail en route. For example, the Post Office Department’s plan for most of 
the 60-foot railway post-office cars now in use calls for only 13 feet of clear 
storage space, the remainder being in effect a traveling post office in which 
postal work is carried on en route. At least three-fourths of the amount paid 
for handling first-class mail by rail, therefore, is for postal facilities and only 
about one-fourth for transportation. 

The Post Office Department does not make a specific separation of payment 
for postal facilities, but it does make a separate statement as to payments for 
mail handled in RPO cars. This amounts to $31,689,938 (table 71, column 10, line 
2. The amount paid for postal distribution facilities rather than transportation 
would be approximately 75 percent of this figure, or $23,767,454. 

Subtracting this from the total payments for first-class mail moved by surface 
carriers, and dividing by the number of ton-miles moved by such carriers, gives 
a figure of 16.2 cents per ton-mile, for transportation of first-class mail by sur- 
face carrier. As was said above, there is no precise separation in the cost as- 
certainment report as between the amounts of service rendered by railroad and 
by other surface carriers, but since approximately 90 percent of all nonlocal 
first-class mail receives rail transportation, this figure may be taken as repre- 
senting the average payment per ton-mile for transporting nonlocal first-class 
mail by rail. 

Figures as to domestic airmail, excluding air parcel post, are as follows: 

Ton-miles handled amount to 27,430,333 (table 40—A, column 4, lines 4 and 7) 
for which domestic airlines and surface carriers were paid $36,711,974 (table 
70, column 3, lines 1-8 and 10) or $1.34 per ton-mile. Of the total payments, 
the domestie airlines received $34,648,427. The Post Office Department calculates 
(table 101—A, column 1, lines 1 and 2) that $15,775,352 of this amount represents 
subsidy and the balance of $18,873,075 represents payment for mail service. This 
figures out at an average of 68.8 cents per ton-mile for transportation of mail 
by air, exclusive of subsidy. Of course no sorting and distributing of air mail 
is done in flight. 

Very truly yours, 




























Rosert 8, Henry, 
Vice President. 
The CuarrMan. Since we are inserting statements at this point in 
the record, without objection I would like to insert statements that 
have been sent to me to be placed in the hearings: one of H. Edison 
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Birginal, president of the Birginal Hosiery Co., of Chieago; Mr. 
Reuben Levin, editor and manager of Labor, a national weekly news- 
paper owned and operated by the Railroad Workers of America; 
Mr. Willian Stroh, Jr., mailing-list business, Orange, N. J. 

The statement of Mr. George L. Towne, chairman of the board, the 
University Publishing Co., of Lincoln, Nebr.; Mr. Edward Perlstein, 
president of Lee Letter Service, on behalf of the Mail Advertising 
Service Association of New York; Mr. R. P. Purse, Jr., president of 
the Purse Co., of Chattanooga, Tenn.: Mr. E. R. Hatton, circulation 
director of the Detroit Free Press; and in reply to the inquiry of the 
gentleman from Texas, all oppose the legislation in some respect or 
other. 

(The statements referred to are as follows :) 


STATEMENT ON H. R. 6052 ny THE UNIVERSITY PUBLISHING Co., oF LINCOLN, NEBR. 


The University Publishing Co. publishes principally textbooks for elementary 
and high schools, and we believe that in objecting to another increase in book 
rates, we speak not only for ourselves but for the pupils in the schools which buy 
our books. 

The custom of the book trade is to deliver books for schools f. 0. b. shipping 
point, allowing the customer to pay transportation expense. Since a great many 
of the orders sent us come from small schools, frequently in places not served by 
express, the orders are small, and are sent by book post. These schools set up 
their book budgets to cover both books and the transportation long before orders 
are placed. The budgets are not flexible. If more money must be spent to pay 
transportation costs, the amount remaining for books is inevitably reduced. 
This means more children must study out of one book or do without books, to the 
great impediment of their education. 

We believe that the general welfare of the people of the United States will be 
better served by permitting the school children adequate textbooks, than by the 
relatively small addition to postal revenues which would result from an increase 
in the book rate 

We therefore ask that the present book-post rates should not be increased. 

Respectfully submitted 

GrorGe L, Towne, 
Chairman of the Board. 


STATEMENT BY EpWARD PERLSTEIN, PRESIDENT OF Lek LETTER SERVICE, ON BEHALE 
OF THE MAIL ADVERTISING SERVICE ASSOCIATION OF NEW YorkK 


Mr. Chairman and members of the committee, Tl am engaged in the direct-mail 
advertising business, and therefore I am personally concerned about this bill 
that is now proposed, designated H. R. 6052. I have come here also to speak 
on behalf of the Mail Advertising Service Association of New York, the largest 
chapter of the Mail Advertising Service Association International, a national 
organization that has over 900 letter shops. These letter shops serve approxi- 
mately 95 percent of all business, industry, and the professions on all of their 
direct-mail requirements, These 900 letter shops therefore service almost every 
business organization in every city and town of the entire Nation. While I speak 
only on behalf of the Mail Advertising Service Association of New York today, 
I feel certain that I am speaking for all of 900 shops located throughout the 
Nation 

hese letter shops employ thousands of people. They buy paper, printing, 
lithography, typography, stationery supplies. advertising, and miscellaneous 
materials that run into astronomical figures. In short, the Jetter-shop industry, 
while an infant industry, has been rendering a very effective and valuable serv- 
ice to direct mail, in helping to produce more sales. It is also interesting to note 
that thousands of small-business organizations have found the way to survival 
through the use of the mails. Today, at this very moment, these small-business 
organizations, and the employees who work for them, are watching and waiting 
to see what you do here with regard to H. R. 6052. So, I truly believe that, as 
I speak here today, I am expressing the hopes and wishes of thousands of others 
throughout the Nation 





ores 
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Today I have come before you with heavy heart, for I have been told that this 
committee is about to steamroller H. R. 6052 on the floor of the House, without 
truly and sincerely compiling all the facts and arriving at a correct solution, 
The approach of this committee seems to have been, through the years, that if it 
costs $2'a unit to run the post office, and you are only able to collect $1, all you 
need to do is tack on another dollar and the deficit is eliminated. 

The men who helped build this great Nation did not solve problems with 
simple solutions as these. One of these great men was Chief vustice Marshall, 
who in a very famous case warned that the power to tax carries with it also the 
power to destroy. Words of wisdom and warning that have shone down the 
corridors of time, beckoning the Congress of its day to exercise its God-given 
power through the United States Constitution, that Congress shall lay and collect 
all taxes—but John Marshall said to so levy taxes with care and wisdom, so 
that the true purpose of taxes would be accomplished. 

Members of the committee, those of us who have spent our whole life in direct 
mail have watched, with great trepidation, the way third class has been con- 
stantly stifled with increased rates. During the past 4 years third class has 
been increased 3 times, and with this present increase as proposed in H. R. 
6052, the increase will amount to 100 percent. This will definitely undermine 
thousands of small-business organizations who depend upon third-class mail for 
the survival of their business. It has been indeed amazing that small-business 
organizations have been able to withstand, through these many years, the rise in 
cost of labor, materials, rent, and now a staggering postal increase 

Believe me, letters are the lifeblood of business. This postal increase as 
proposed now for third class will destroy thousands of business organizations 
and the solution to eliminate the deficit of the post office will not be accomplished. 

As to regular third class, the proposal of increasing the rate from 2 cents to 
3 cents will drive many small enterprises out of the post office and out of the 
direct mail business. Even large industries will be hard put by the increase of 
third-class mail. Today, large industry has found that direct mail has been 
doing a very effective job in plugging up the gaping holes that have been opened 
up in the selling line. Because of a shortage of sales personnel, direct mail has 
filled the breech very nicely for them. From the point of view of cost, it has 
worked out fairly well, but already we have heard signs that the use of direct 
mail as a selling medium will be reduced if the high cost of postage negatives its 
further use. This will be cataclysmic, for direct mail has been bridging the 
gap between industry and the consumer. This is why we say that direct mail 
has become the lifeblood of business, and the postal rates, particularly under 
third class, will effect its further usefulness in the future, 

The deficit of the post office has its roots in many other causes, which Con 
gress has carefully avoided giving consideration. The Congress of the United 
States must decide what actually is the status of the post office. Is it a private 
enterprise run by the United States Government or is it an agency, part and 
parcel of the United States Government? Or is it a quasi-governmental agency? 
If it is strictly part of the Government, then any deficit should be made up by 
defraying the difference from the Treasury. And, if it is a private enterprise 
run by the Government, then it is time that all of its political trappings such as 
political patronage, be removed, and its business conducted in accordance with 
the concepts that are practiced by private industry. Thirdly, when the post 
office service was started by the United States Government, it handled parcels, 
packages, and many other items that gave tremendous amounts of revenue to 
the Government Sut, as time went on, and nmrany selfish interests were able 
to exercise their influence upon Congress, many of these services were taken 
away by franchise and placed in the hands of private industry. The handling 
of rates on parcel post should be turned over to the post office for the additional 
revenue, 

To my knowledge, no actual survey or breakdown has heen made to determine 
exactly what each classification has been costing and how much revenue has 
been taken in. Here in all these arguments that I have presented, are the roots 
that have caused the deficit in the United States Post Office, and so long as the 
roots are not removed the deficit cannot be wholly solved by merely increasing 
rates. Alrendy the post office had to cancel a goodly part of its printing order 
of post cards, because the rate was increased from 1 to 2 cents. There is 
a glaring signpost that such a flagrant increase results in a tremendous drop 
in revenue, The increase in third class, at this time, will result in the same thing. 
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This committee must not act in haste in speeding the H. R. 6052 on the floor 
of the House, for the problem is complex and the future of thousands are at 
stake. It is never too late to correct errors, or change one’s actions. 

I sincerely hope that this committee will act in the spirit and the words of 
John Marshall, to exercise its great powers of taxation carefully and wisely. 


Tue Purse Co., 
Chattanooga, Tenn., July 20, 1953. 
Hon. Epwarp H. Rees, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 

Drak CONGRESSMAN: Since circumstances beyond our control prevent our per- 
sonal appearance before the House Post Office and Civil Service Committee 
hearing on July 22, we respectfully request your cooperation in having our protest 
inserted in the record of this meeting as follows: 

We protest, as unwise and unfair to the public interests, any attempt to rush 
through legislation such as H. R. 6052 before the basie facts now being assembled 
by the Citizens Advisory Committee of the Senate Post Office Committee have 
been fully considered. 

Our protest is solely in the interest of having the facts established before any 
action is taken on the bill. If committees for this purpose are named in good 
faith, they should be given the opportunity to function. This applies to H. R. 
6052 as well as to all other legislation affecting American citizens, 

Our interest in H. R. 6052 stems from the fact that, even with limited knowledge 
of the operations of the postal department, it appears evident that steps should be 
taken to reduce any waste and inefficiency in this department before the question 
of a raise in rates can be considered fairly and intelligently. 

Certainly the Citizens Advisory Committee should be in position to determine 
what steps are to the best interests of the entire country and citizenship, and 
we request that this committee be allowed to present its conclusions in time to 
be effective. 

Respectfully, 
R. P. Purse, Jr., President. 


STATEMENT BY WILLIAM Srron, Jr., Oraneoe, N. J. 


My name is Walter Leichter and I am an attorney at law of the State of New 
Jersey with offices at 3208 Bergenline Avenue, Union City, N. J. I am appearing 
in behalf of William Stroh, Jr., of 389 Lawn Ridge Road, Orange, N. J., and sub- 
mit herewith the statement prepared by him to be read before this committee. 

I, William Stroh, Jr., have been associated with the mailing list business for 
over 33 years and have operated a mailing-list business of my own for the past 
16 years. 

Most of my customers who sell by mail represent what is termed, ‘‘small busi- 
ness concerns.” They sell by mail because they do not have the resources or 
finances to enable them to sell through the regular channels of distribution. 
This type of merchandiseing is used by big concerns and must be supported by 
large appropriations for national advertising. 

Recently someone from the Post Office Department at one of these hearings 
spoke of the free sampling procedures used by large national advertisers. These 
firms are using third-class mail as a means of having their samples distributed 
to the housewife. However, these same large business houses sell their products 
through the dealer or retailer. They support their sampling programs with 
large expenditures in national advertising. Then, we have such firms as auto 
makers, tire companies and the many others who are using third-class mail 
as a means of placing attractive printed pamphlets and brochures in the hands 
of likely prospects for their products. Again their products are sold through 
dealers or retailers. It is not this segment of third-class, mail users for which 
I speak. 

I am thinking of those small-business firms that must use third-class mail 
to reach likely prospects for their products and who depend upon third-class 
mail exclusively for getting the inquiry or the order. They have no dealer or 
retail organizations. The United States mail is their only means of livelihood. 
Probably, a good example of one of the types of businesses I refer to is the baby 
chick industry. There are some 8,500 baby chick firms in the United States and 
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many of them conduct their businesses entirely by mail. There are hundreds 
of other various types of mail order businesses: that conduct their operations 
entirely by mail. When thinking of increasing third-class mail rates, this part 
of our economy is being entirely forgotten. One minute we hear about Govern- 
ment departments being set up to provide loans for the small-businessman; and 
the next minute we see legislation proposed which will knock out the small- 
businessman. It doesn’t make sense. 

Perhaps today with business conditions as good as they are, these small opera- 
tors will not be missed. But some day things may return to a more normal level 
of business activity or with the coming of a slight recession * * * they will be 
missed. They are responsible for the employment of hundreds of thousands of 
people. 

I serve several hundred such small-business houses which on an average employ 
from 3 to 100 people. Many other list houses serve clients similar to mine which 
means that there are thousands of these small operators throughout the country 
all depending on third-class mail. The total number of people they employ and 
the total number of people employed by their suppliers, printers, etc., runs into 
a considerable number. Many of these firms will not be able to continue to stay 
in business if third-class mail rates are increased again. 

My thoughts and remarks have been in the defense of firms mailing from a 
half a million to a million pieces a year. I have tried to point out that they can- 
not offset this increased cost in postage because the quantity and volume in which 
they buy their merchandise or supplies is such that they cannot secure the bene- 
fit of further discounts or lower prices. 

But let us move up the ladder a bit and think of those firms mailing out a 
larger number of pieces. From a general business viewpoint, they still are in the 
small-business. category. I am speaking now of mail-order operators who mail 
out a few million pieces a year. The last third-class-mail increase meant an 
increased cost of $15,000 on a mailing of 3 million pieces. Now the proposed in- 
crease will mean an additional expense of another $15,000, or an increase in 
expense to the only method of advertising they can use of $30,000 a year. Many 
of these firms cannot stay in business and absorb this increased cost. 

The mailings sent out by these firms produce replies, orders, and correspond- 
ence all via first-class mail, the only profitable phase of our postal operation. 
Once they have been closed up, it means less profitable first-class mail. 

My business is a one-man operation with about 20 regular full-time employees. 

If third-class-mail rates are increased again, it will mean a loss of many or all 
of my smaller accounts. They have no way to absorb or pass on such an increase, 
Our larger accounts will become very selective in the type of lists they will use. 
They will not be able to use marginal or small profit lists because these lists 
that were marginal before will now show a loss due to the increase in postage 
costs. The number of lists available that they will be able to use because of the 
profit margin large enough to enable them to mail is so few that their mailings 
will be extensively curtailed. 

Whether or not my own business can continue is very doubtful: and after 
spending a lifetime in learning it and building it up to what it is today, if it 
does continue to exist, it will be on a very restricted scale and certainly not 
requre the services of 20 people. 

Does the United States Post Office feel it wants to shoulder the responsibility 
of ruining thousands of small concerns? 

I respectfully submit that the drastic increases as to third-class mail proposed 
by the Post Office Department should not be put into effect. 


STATEMENT BY RicHaR GREETINGS, LONG ISLAND Crry, N. Y. 


We are vitally interested in the operations of the Post Office Department, and 
especially in rates. Our especial interests include: 

First-class mail: Our combined product annually brings to the Department 
$88 million in first-class revenue, and our own first-class-mail bills are not incon- 
siderable. 

Third-class mail: All the companies in our industry are heavy and consistent 
users of third-class mail for recruiting, promotional, and other sales efforts. 

Fourth-class mail: Altogether our industry furnishes the Post Office Depart- 
ment with $5,750,000 in parcel-post revenue. That is, we did last year. This 
vear we have been forced by the prospect of increased parcel-post rates starting 
October 1 to divert a substantial portion of this revenue to truck freight—drop 
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shipping in the urgently necessary effort to hold down our already high costs of 
doing business. With any luck at all, we should be able to slice this cost by 
one-third. That’s lost postal revenue that will not be compensated for by cor- 
respondingly reduced operating costs as shown by the cost-ascertainment system. 

The present third-class rates are, we feel, a very handsome commpensation to 
the Post Office Department for the service we are getting. Here’s why: 

As the Department points out, this is a deferred-priority class of mau. As they 
do not point out, much of the work is done by us at our expense in sorting, tying 
into “directs,” and sacking. Thus, the Department handles our third-class mail- 
ings at their convenience and handles them as single pieces only at the city of 
destination. 

If the rate is upped, our industry is going to deemphasize third-class mailings 
in recruiting and lean more heavily on radio and printed media, which are com 
petitively priced in a free market, not arbitrarily priced by a Government mo 
nopoly. Then the Department will still have the same heavy overheads and less 
dollar volume over which to absorb them. 

Let the Post Office request of this Congress appropriations to cover such unbusi- 
nesslike items as free services and space furnished other Government depart- 
ments, R. F. D., and star routes, which can never hope to pay their way, amounts 
sufficient to cover operations less efficient than corresponding operations in private 
industry, and get rates to cover the residue only. Why ask us to support a 
“business” which has so many charitable, free-service, and archaically organized 
operations? 

In short, the present management of the Post Office Department does not have 
our confidence. We dislike and distrust this precipitous haste in seeking a magi 
cal solution to a very intricate problem with far-reaching economic implications. 
We direct sellers and mail-order people have as high break-even points as anyone 
else; our markets are resistant to price increases; it will take very little decrease 
in volume to start a recession rolling among us. We suggest H.: R. 6052 be 
reported out. 


4 STATEMENT IN OppostTion TO H. R. 6052, ny EF. R. HArron, Circulation 
Drrecror, THE Derrorr Free Press (Knigur NeEwsparers, INC.) 


This newspaper registers its strong protest against the passage of H. R. 6052 
under the provisions of which second-class postage rates now being paid b) 
publishers would be increased by 25 percent on October 1, 1953, and 17 percent 
on July 1, 1954, making a total increase of 42 percent above rates in effect since 
April 1, 1953. It is understood that the increase as proposed supplants a 10- 
percent increase scheduled to go into effect on April 1, 1954. 

We believe that the provisions of the bill and the recommendations of Hon, 
Arthur EK. Summertield, Postmaster General, made under date of June 26, 1955, 
to the House of Representatives are most unsound and unjustified. 

When the present second-class-mail schedule of rates was adopted in late 
1951, an increase of 10 percent was to be effective April 1, 1952—10 percent more 
on April 1, 1953, and 10 percent on April 1, 1954. 

This advanced schedule of rates was proposed by the Post Office Department, 
authorized by the Congress, and reluctantly accepted by newspapers in good 
faith in the belief that during the period of step-ups necessary, an adequate 
study would be made of the service rendered, outmoded and questionable archaic 
accounting practices overhauled, and new procedure instituted to, permit the 
Post Office Department and newspaper publishers to then have available a more 
intelligent and more accurate ascertainment of the actual cost of handling 
second-class mail. 

Any attempt now to properly allocate post-office expenditures in respect to the 
actual costs of handling second-class mail are in general most futile. 

Any statement by anyone that second-class mail users under existing rates, 
especially newspapers are “highly subsidized” is most unfitting. 

The task force report of the Hoover Commission after months of investigation, 
reporting under date of January 13, 1949, said in part: P 

“At the present time the Post Office Department is not in position to recommend 
to the Congress a full and proper charge for any of its services becanse it is not 
equipped to prove what reasonable costs of these services should be. The reason- 
able cost of any service can be determined only when the Department has 
established standards of performance, is in position to demonstrate that its 
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costs reflect good operating methods, effective management, and reasonable pro 
ductive efficiency, and knows what part of the price it pays for each purchased 
service represents a subsidy to the supplier of that service 

“Until it is in position to prove what reasonable costs of its services are, the 
Department’s rate recommendations to the Congress cannot carry proper weight 

“By business standards they (postal officials) bave inadequate accounting 
and statistical data with which to manage the affairs of the Department, and 
are tightly restricted in their control over wages and salaries and other personnel 
matters. Furthermore, the Department is called upon to provide uneconomic 
services and to absorb hidden subsidies which increase eXpense and enlarge 
deficits. * * *” 

The Hoover Commission final report, under date of February 21, 1949, 
(in part) 

“(c) Although the Post Office is a business-type establishment, it 
freedom and flexibility essential to good business operation. * * * 

“(g) Accounts are kept by the General Accounting Office outside the Depart 
ment and are available to the Post Office for management purposes only after 
months of delay. Methods of budgeting and appropriation are entirely unsuited 
to a business of the size and character of the Post Office. ‘The pressure of these 
forces in a rapidly growing business accumulates to make impossible the most 
economical and efficient conduct of the service.” 

In respect to deficits this report said: 

“These deficits have been created by circumstances mostly beyond the control 
if Officials in the Post Office Department, and can be remedied only by 
and courageous action.” 

The Commission's recommendation No. 6 follows: 

“We do recommend that the provisions of that law (the Government Corpo 
ration Control Act of 1945, as amended) in respect to business management, 
budgeting, accounting, and andit be applied to the Post Office. “Such a provi- 
sion will bring the Department into step with modern business methods and 
will not lessen executive or congressional controls. At the same time it will 
provide flexibility in management, simplification of budgeting, accounting, and 
audit which will result in large economies. * * *” 

Under the caption of “Postal Rates” the Commission reported : 

“Certain postal rates are fixed, not primarily to provide postal income, but as 
an element of public policy in the dissemination of information and in the 
provision of services not otherwise obtainable by the people. 

“It is our view, therefore, that the final determination of rates for first-class 
(ineluding airmail), second-, third-, and fourth-class mail should be made by 
Congress. 


said 


lacks the 


strong 


“However, there are other services performed by the Post Office that are of 
primary interest to certain groups, the losses from which should not fall upon 
the general taxpayer. * * * 

“A reorganized method of accounting, as mentioned later, would not only 
enable far more efficient conduct of the service and afford more accurate budget 
ing and cost-control systems, but also would form the basis upon which Congress 
could act with more assurance upon rates. * * *” 

In the Post Office Department to date some recognition has been given to 
reforms and improvements recommended by the Hoover Commission, but action 
has been slow. Progress has been insufficient to shed proper light on operations 
and their actual costs. 

This newspaper does not believe that newspapers and their readers should 
be the victims of a “shot in the dark” as has been proposed. 

It is our sincere belief that any further radical increase in second class at 
this time will reduce total postal revenues from second-class mail rather than 
increase them. The statement is justly based on past experiences and a full 
knowledge of the past and present mail service now available in Michigan. 
Such increases, in our considered opinion, would 

1. Decrease the total number of readers now served by mail, thereby greatly 
curtailing the poundage upon which postage is paid. 

2. Cause publishers to make greater use of other transportation facilities 
available at less expense. 

3. Produce less postal gross revenue even at proposed higher rates. 

4. Create no comparable reduction in present costs of service given by the Post 
Office Department. 

5. Cause the additional cost burden resulting from a raise in postal rates to 
fall almost wholly upon readers in small towns, farmers served by R. F. D 
routes, and other residents of rural communities in Michigan. 
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In respect to No. 1, the following facts are pertinent: 


Since 1925, when the zone system of postage on second-class mail had been 
in effect but a short time, the average circulation of the Free Press has increased 


as follows: 


oreme Aaily| Average 

Average daily | Sunday 
Calendar year 1925 : 182, 901 | 258, 852 
Calendar year 1952 ins 2 5 > ‘ 421, 345 | 455, 826 
Increase . ie ian 238, 444 | 196, 974 
76 


Percent increase ; 131 | 


But during the same spread of time the number of subscriber copies and copies 


to dealers distributed through the mails has decreased as follows: 


Average 
daily copies 
in mails 


Average Sun- 
day copies 
in mails 


1928 y . ‘ 20, 233 | 12, 370 
1952 19, O89 | 2, 431 
Decrease 1,144 9, 939 
Percent decrease . onde 6 | 80 


In 1925, 10.7 percent of total daily and 4.9 percent of total Sunday circulation 
was distributed through the mails. Today, although circulations have more than 
doubled, the percentage going through the mails is reduced to 4.5 percent daily 
and 0.5 percent Sunday. 

During the period the average number of pages printed daily has increased 
from 25.7 to 32.34 or 25.8 percent. 

The increase in average number of pages has proportionately increased the 
per copy unit weight upon which postage is paid. But due to reduction in number 
of copies mailed, the total postage payment in dollars has decreased as follows : 


Total second-class postage paid 


Matire calendar year, ' 8085. nS Ue te Lae. La $71, 789. 46 
Entire calendar year, 1952 Be ee eee 59, 490. 56 
Decrease jt cee Se li ee od eae 12, 298. 90 
Percent Gertetie.. 2 Se ee 17 


The experience of a great many other newspapers is the same. The conclusion 
should be apparent that increased postal rates cause publishers to transfer mail- 
ings to other means of transportation and result in loss of gross revenue to the 
Post Office Department. 

There is no evidence to show any compensating reduction in postal expense. 

The record of the two large evening papers published in Detroit is largely 
comparable. 

in respect to statement No, 5: 

An analysis of present-day mailing lists of the Free Press shows that 97 per- 
cent of all daily and 79 percent of all Sunday subscribers receiving the Free 
Press by mail live in Michigan. 

Of this total, 78 percent receive their paper at their farm home by R, F. D. 
carrier or at the post office in small towns where no boy carriers are maintained. 
There are but very few subscribers receiving copies by mail living elsewhere. 
Therefore it follows that any increase in postal rates, which must of necessity 
be passed on either, in whole or in major part, to the subscriber, will create an 
excessive burden upon these rural Michigan residents almost exclusively. Their 
friends living in the cities and towns now receiving papers daily on established 
boy-carrier routes will contribute no part of the extra cost. 

We further submit that— 

A. Present mail service is wholly inadequate to properly serve the area in 
which distribution of Detroit newspapers is largely made. 

B. Present postal rates are higher than for comparable service available from 
other sources. 
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C. This newspaper is now paying full portal charges on shipments for which 
little or no service is rendered by the Post Office Department. 

In respect to statement A: 

Railroad service is especially limited in Michigan. In recent years trains 
have been canceled on our main lines, mail service on certain trains discontinued, 
station stops eliminated, and in many instances service on branch lines has been 
abandoned entirely. 

Little adequate substitute service at the time at which newspapers must be 
dispatched has been established by the Post Office Department. 

Detroit. newspapers have therefore been forced to reluctantly adopt other 
means of transportation. In the suburban area subscribers’ copies are delivered 
direct to homes of readers by boy carriers or “motor route” delivery many hours 
before arrival of R. F. D. carriers in such areas where that or other post-office 
service exists. 

In respect to statement B: 

In many instances adequate substitute transportation has been established 
at a cost far below existing postal rates. 

Railway-baggage-car service is available, giving the same delivery of dealer 
and carrier bundles at destination as “outside mail’ at rates uniformly of 
73 percent per 100 pounds, bus transportation up to $2 per 100 pounds. De- 
livery by private-contract motor carriers and company-owned equipment costs 
approximately 55 cents per 100 pounds. Mail charges at present rates are 
1.8 cents per pound in the first and second zones and up to 8.4 cents per pound 
on the advertising portion for distances beyond the second zone. Much of the 
substitute transportation extends far into the third zone. 

In respect to statement C: 

It is the common practice of all three Detroit newsnapers to make up all 
mail shipments in special bags, routed and tagged. With few exceptions all 
are delivered direct to railway terminals where mailbags are loaded on the 
trains with but little expense to the Post Office Department. A postal mail 
clerk weighs shipments in the Free Press mail room, avoiding all rehandling 
at terminals for weighing. 

At the Free Press, published mornings, more than 1,000 sacks of “subscriber” 
mail each week are weighed in the Free Press mail room at little expense to 
the Post Office Department. The sacks then are transported, in company-owned 
or by private contractors, paid by the publisher, to 115 destination post offices, 
postal rural route carriers merely make the final delivery to subscribers, or, 
as in some cases, a bundle is handed to a boy carrier for delivery. (Attached 
is a map indicating the location of these post offices.) 

Postal accounting gives no credit for these services, which should normally 
be rendered by the Postal Department, but are wholly at the expense of the 
publisher. 

Present full rates of postage are paid on all copies entering the mails, but 
only partial service is rendered, limited largely to the mere final delivery to 
the subscriber. 

The recommendation of Postmaster General Summerfield for advanced rates 
as proposed is still not supported by acceptable facts or figures on the actual 
costs of handling second-class mail. 

The present postage rates were established under a bill signed by the Presi- 
dent in October 1951 with the first of three 10-percent increases effective as 
of April 1, 1952. The bill included the Carlson amendment which called for 
a joint Senate-House committee study. One hundred thousand dollars was to 
be available but no appropriations were made. It was not until March 6, 
1953, 5 months later, that the Senate approved Senate Resolution 49 providing 
for the study by the Senate Post Office and Civil Service Committee. Progress 
is now being made but it is our understanding that reports may not be available 
until fall. 

In a statement before your committee July 13, 1953, the Postmaster General 
reported on the modernization of postal accounting and said in part: 

“We have reorganized the Bureau of Accounts, which was performing mere 
bookkeeping functions, into a Bureau of the Comptroller designed to provide the 
Department with a comptrollership function employing modern practices now 
used in industry. A firm of certified public accountants has been engaged to 
assist in this reorganization and we are also receiving substantial help from 
the General Accounting Office.” 

For this constructive action the Postmaster General is to be highly commended. 
Also for his report and efforts made to improve service to the public, cost reduc- 
tion and facilities planning and utilization. 
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However, we are unwilling to accept his later wholly unsupported statement 
in the same report to your committee, that— 

“On the average when the publisher pays $1 to send his product through the 
mails the taxpayer pays $3.92 to meet the cost of handling that product, 

“Under the present rates, in other words, the taxpayers pays 80 percent of 
the cost of handling publishers second-class mail.” 

In view of the acknowledged fact that adequate accounting procedure is just 
now for the first time, being set up after many years of admitted inadequacy and 
inefficiency, we respectfully submit that the above unqualified statement of the 
Jostmaster General unsupported by creditable facts in most unfitting and preju- 
dicial to the newspaper publishing industry. 


re 





DOTS INDICATE POST OFFICES TO WHICH THE PERS RY 
DETROIT FREE PRESS DELIVERS SECOND CLASS 

MAIL BAGS EVERY WEEKDAY ATITS OWN EXPENSE : 
AND AT NO COST TO THE POST OF FICE DEPT. dowd eee 
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The Detroit Free Press acknowledges no subsidy and wants none from the 
Government 

We are willing to pay full and proper postage rates, accurately determined, 
for service rendered by the Post Office Department in delivering such part of 
our circulation as is dispatched through the mails 

We do not concede that actual or even approximate costs of that service are 
now known. 

We respectfully submit that no hurried ill-advised action be taken in respect 
to consideration of H. R. 6052. 

We believe that it is the obligation of the Post Office Department to complete 
its study, ascertain more accurate costs that may be properly and fairly applica 
ble to second-class mail, report their findings to the Congress and at that time 
seek rate adjustments as may be appropriate. 

Other action at this time before the additional raise of 10 percent, effective 
next April 1, becomes effective is a breach of implied good faith and wholly 
unjustified 


LABOR, 
Washington, D. C., July 24, 19538 
Hon. Kpwarp El. Rees, 
Chairman, Post Office and Civil Service Committee, 


House of Representatives, Washington, D. C. 

DeAR Mr. Rees: We had thought of asking for time to appear before your 
committee on your pending bill for readjustment of postal rates. However, to 
avoid congesting your already crowded hearings further, we are submitting this 
statement and request for clarification 

What concerns us primarily is subsection (c) of section 2 reading as follows 
“The rates prescribed in subsection (2) of this section shall be subject to a 
minimum postage of one-half of 1 cent, computed on each individually addressed 
copy, or package of unaddressed copies.” 

Committee counsel assured us, in answer to a telephone inquiry, that this 
minimum does not apply to the nonprofit publications referred to in subsection 
(b). That subsection says “the rates of postage shall be the same as authorized 
by existing law on the following second-class matter.” Thereafter it lists the 
types of nonprofit publications which are exempt from any increase. 

Labor falls in that category. It is a nonprofit publication organized under the 
cooperative laws of the District of Columbia. It is, as you may know, the official 
national weekly of 15 standard railroad labor organizations. It carries no 
advertising. 

We do not doubt the correctness of your counsel's advice to us that our paper 
Labor and similar nonprofit labor publications are not subject to the proposed 
one-half cent a copy minimum. We should, however, appreciate receiving 
written reassurance along that line, or at least an assurance to be carried in the 
record of your proceedings, so there can be no doubt. 

We make this request because of the confusion that arose over the application 
of the postal-rate increase bill passed by the 82d Congress in 1951 

That bill appeared to exempt nonprofit publications such as ours, and the 
Post Office Department at first believed it did. Later, however, it ruled that 
another section which read that “in no case * * shall the postage on each 
individually addressed copy be less than one-eighth of 1 cent” applied to nonprofit 
publications. 

The effect of that was to increase the expense of mailing the newspaper Labor 
by 33%, percent—which amounted to many thousands of dollars a year. That 
was a very hard blow to Labor. 

The proposed new one-half cent a copy minimum, if applied to a nonprofit 
publication such as Labor, would be ruinous and put this newspaper out of 
business. 

That is why we are anxious to have a clear-cut reassurance that the new, 
higher minimum will net affect this newspaper. Such reassurance, I am sure, 
is equally important to all the hundreds of other nonprofit labor publications 
in this country. 

May I add that, at the suggestion of your counsel, I am enclosing 30 copies of 
this statement so you can distribute them to members of the committee. I trust 
this statement will also be included in the record of your hearings 

Thanking you, T am 

Sincerely, 





Rueren Levin, Editor and Manager. 
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STATEMENT OF H. Epison Brra@inaL, Presimpent, Brrernat Hostery Oo., Inc., 
Cuicaco, ILL. 


Mr. Chairman, members of the committee, we sell hosiery and other apparel 
through demonstrators who, for the most part, are housewives earning money 
in their spare time by conducting style showings to groups of women. This 
business was started on a shoestring by the undersigned after being discharged 
from the service in 1946. The plan was so popular with the public that we now 
have about 800 demonstrators in all parts of the country, and our annual volume 
skyrocketed to over $400,000. All this business is transacted by mail, and the 
merchandise shipped by parcel post. 

We will not deal herein with the justification of the Government to increase 
third-class postal rates, in spite of the fact that in our opinion there is grave 
doubt of such justification. Instead, we will leave this subject to others more 
capable of presenting the facts, and explain how such an increase would affect 
our business—a business typical of thousands of others like it throughout the 
country. 

To recruit qualified demonstrators, we have to contact thousands of prospects, 
using third-class mailings a great deal. If the postal rate on this class of mail 
is increased, our activities must be severely curtailed, since these mailings consti- 
tute a substantial expense to our business. The last 50 percent increase in third- 
class rates, and the 1951 increase in parcel-post rates increased our shipping costs 
by several thousand dollars annually. The new parcel-post rates to go into 
effect later this year will add another $4,000 to our annual postage expense. 
These added costs have all but wiped out our profit, and if further increases are 
granted, the results could be fatal to us. Our merchandise is of such a competi- 
tive nature that we cannot raise our prices to cover these added costs unless 
we sacrifice volume. 

Still another side to a surprise increase such as is proposed is the fact that it 
does not allow any previous planning on the part of mail users. Every firm that 
uses the mails extensively must plan programs 6 months or more in advance, and 
such plans are predicated upon foreseeable conditions and costs. A sudden 
increase how would completely upset plans for which we are already committed. 

It is natural and proper that we should fight for our own existence, but we 
also share, with you gentlemen, a real responsibility to the hundreds of women 
who add to the family income by selling in this manner. If our firm is put out 
of existence or even curtailed, it will eliminate the incomes of these women who 
can earn money only this way, working part time (mostly evenings) when their 
household duties are done. We are only one small firm, but the same picture is 
duplicated thousands of times by the many other companies, in every State, who 
do business this way. 

Therefore, on behalf of 800 salesladies and 14 inside employees of this firm, 
we respectfully ask that you vote against any new rate increases, at least until 
the various postal investigations are completed. 

The Cuarrman. Now we will call upon Mr. Arthur P. Lawler, vice 
president, Street and Smith Publications, of New York City. 

Mr. Reams. Mr. Chairman, is Mr. Lawler here? 

The Cuatrman. Mr. Lawler is not present, it appears. 

Mr. Reams. Then I do not need to make my comment, because the 
next gentleman was the one I was going to reserve time for. 

I was just going to suggest that we divide the time so that Mr. 
Myers, who has been here 2 days from Columbus, Ohio, would have 
an opportunity. But since Mr. Lawler is not here—— 

The Cuairman. Then Mr. Myers will be next. 

Mr. Reams. And may I make a statement in introducing Mr. Myers 
since he comes from my State? 

The Cuamman. Certainly. We would like to havé you tell us about 
Mr. Myers from Ohio. 

Mr. Reams. Mr. Myers is the publisher of this paper, which is High- 
lights for C hildren. It is one of the most remarkable publications 


for children in the country, the editors of which are Dr. Garry Myers 
and Mrs. Carolyn Clark Myers. 
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Dr. Myers has syndicated a column on children and child care for 
many years. I not only highly recommend this to anyone on the 
committee who may still have young children, but to those of us who 
are in the grandparent stage I recommend it also. 

Mr. Myers has a very serious and pointed statement to make, which 
he will make himself at this time. 

The Cuamman. We appreciate the preliminary statement concern- 
ing Mr. Myers, and we will proceed to hear your statement, Mr. Myers. 


STATEMENT OF GARRY C. MYERS, JR., VICE PRESIDENT, HIGH- 
LIGHTS FOR CHILDREN, INC., COLUMBUS, OHIO 


Mr. Myers. Thank you. 

I appreciate your “commercial,” Congressman Reams. It was very 
kind of you. 

The Cuarrman. Mr. Reams is always kind. 

Proceed. 

Mr. Myers. I have taken the liberty of distributing some copies of 
this to you gentlemen. This is partly because in the 2 days I have 


~ 


been here, I am really very impressed with what a Congressman goes 
through. 

The Cuairman. The impression is favorable? 

Mr. Myers. Very favorable. Iam very much impressed. We havea 
publication pitched to the 2- to 12-year age level, and if I were in one 
of you gentlemen’s seats at this time, I would like ee better than 
to browse through something from the 2- to 12-year age level. In 
fact, we have questions on the last page—one of our objectives of this 
magazine is to teach children to think, and we have such questions as: 
“Does a chicken have legs?” 

If I were in your position, I would feel great satisfaction if I could 
handle something like that at this late time in the evening, because 
I know you must be tired. 

And I came here and prepared a statement on how this bill affects 
us as a small business, and in the 2 days I have been here, I have 
really concluded that the points I wanted to make have been covered 
very well by the other witnesses. I don’t think it will cover any 
useful purpose to go into that now. 

I would like to submit the statement for the record. 

The Cuairman. Without objection, your statement will be placed 
jn the record. 

(The statement referred to is as follows:) 


Proposep TESTIMONY CONCERNING TRANSIENT SECOND-CLASS PROPOSALS oF H. R. 
6052 ny Garry C. Myers, Jr., Vick PrRestpeNtT, HIGHLIGHTS FoR CHILDREN, INC., 
COLUMBUS, OHIO 


PROPOSED ABOLITION OF TRANSIENT SECOND-CLASS RATE WILL WORK HARDSHIP ON 
SMALL PUBLISHERS 


As publisher of Highlights for Children, an educational periodical for chil- 
dren, we make extensive use of sample copies for promotional purposes. Wach 
year we mail approximately 200,000 copies of our publication to elementary 
schoolteachers throughout the United States. Teachers are invited in an ac- 
ecompanying letter to examine Highlights, and to recommend it to their students 
for supplementary home reading material. 








492 POSTAL-RATE REVISION 


Since our circulation is approximately 100,000 and since we publish 10 issues 
per year, the present law allows us to send out approximately 100,000 copies 

10 percent) at the regular, second-class rates In order to complete our mail 
ing to the balance of the 100,000 elementary teachers we contact, we ure forced 
to send sample copies at the increased transient rate. Under the present law, 
for our publication (5.8 ounces per copy) the transient second-class rate is 
class rate of LS cents per pound. 
In view of the wide acceptance our publication receives among teachers, our 





pproximately 7 times the regular secon 


percentage return on such sample copies, even mailed at the high, transient 
second-class rate sufficient to make these mailings profitable 
Under H. R. 6052, section 2f, the transient second-class rate would be abolished, 


and sample copies over and above the 10-percent quota would have to be 
mailed at the third-class rate. Moreover, in computing the third-class postage for 
sample-copy mailings, as, for example, our mailings to elementary teachers, 


Ii. R. 6052 requires that the post: he computed on each individually addressed 








opy rather tl the bulk weight For our publication this means that the 
equivalent transient second-class rate would jump from 4 cents per Copy to 
i cents per cop) in S5-percent increase. Aside from this drastic increase 


the most unrens e effect of the proposed law is to force the sinall secoud 


ass publisher to mail his sample copies for promotional purpeses aft rates 
onsiderably above the bulk third-class rate (see chart 1). 

it is important to note that this preposal works hardship only on the little 
publisher. The whole problem proposed here never arises for the large pub 
lisher with large circulation, for his 10-percent quota is more than ample for 
all promotional eopies he could possibly use. In sending sample copies to 
elementary teachers, for example, only about 200,000 copies per year can profita- 
bly be used by any publisher, large or small. If our circulation were 200,000 
(and since we publish 10 issues per year) we would be allowed, under posial 
laws, to mail all of the 200,000 teachers in the United States a sample copy 
at the regular second-class rates. But because we are small, and our cireula- 
tion is only 100,000, we are forced to pay the much higher rates to mail sample 
copies to half of these teachers. It is bad enough for suiall publishers to be 
forced into this unfavorable position by the present law, but please don’t deal 
us the deathblow by making transient second-class rates prohibitively high. 

If one explores the philosophy of the differences between second-class and 
third-class material, one finds that second-class material must meet certain 
requirements of public acceptability. It must be “originated and published for 
the dissemination of information of a public character, or devoted to literature, 
the sciences, art, or some special industry, and having a legitimate list of 
subscribers.” There are no such requirements on third-class material. The 
recognized difference in the role these two mail types play in our society pre- 
sumably was the basis for the initial decisions to establish second-class postal 
rates at only one-tenth of the rate of third-class material. While it is true that 
the second-class rate applies only to bona fide subscribers who have paid for 
the second-class publication, the very fact that the publication has met this 
requirement makes it of a higher caliber than general third-class material, no 
matter to whom a specific piece is being mailed. 

Yet, under the provisions of H. R. 6052, it will cost us 2.6 cents per copy 
60 percent more—to mail our 100,000 copies of Highlights than to mail any 
miscellaneous non-second-class drivel. 

It is difficult to see any valid reason why second-class material should at an 
time be charged rates in excess of third-class material. 

When we prepare large mailings of sample copies to elementary teachers 
mailings over and above our 10-percent quota—we sort and tie the pieces exactly 
as if they were for bulk third-class mailing. The material we are mailing is 
obviously of a higher caliber and of greater benefit than normal third-class 
material. Why then should we be charged at a rate 60 percent higher than for 
a bulk third-class mailing? 

The effect of the proposed increase in transient second-class rate in H. R. 
6052 on our business would be that we could not profitably mail sample copies of 
our edueational publication to one-half of the elementary teachers of this country. 
Since this merchandizing technique is the very backbone of our business, it is 
difficult to see how we could continue to operate. 

We submit that section 2f should be amended to at least permit transient 
second-class matter of proper weight specifications to be mailed at the bulk 
third-class rate—just as any publication not required to meet second-class 
standards can do. 
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STATEMENT ON OVERALL EFrect or H. R. 6052 on HIGHLIGH'S FOR CHILDREN, IN¢ 
ny Garry C. Myers, Jr.. Vick Presipent, Hiegnticnts ror CHILDREN, INc., 
COLUMBUS, OHIO 


Let me outline the effects of H. R. 6052 on our publication, Highlights for 
Children, as accurately as we can project them at this point. 


ABOUT OUR PUBLICATION 


First of all, our publication is a rather unusual educational periodical for 
children. It was started in 1946 by a group of educators deeply concerned over 
the type of reading material available for children. It is edited by Dr. and Mrs. 
Garry C. Myers, noted educators and family life specialists. Its advisory board 
boasts 18 of the country’s top authorities in the field of childhood education. 
Highlights for Children is a large, attractively printed book. It is now in its 
eighth year of publication, and has a circulation of approximately 100,000. The 
publication operates almost entirely from subscription revenue. Subscriptions 
are sold on long-term (3 and 5 years). A 3-year subscription costs $12 (30 issues 
at 40 cents per copy). The magazine is expensive to produce and by its very 
nature cannot be satisfactorily merchandized on newsstands. It depends on 
second-class distribution. It is sold by the company’s own staff of trained inter- 
preters who contact parents in homes, and by direct mail through elementary 
schools. 

Of Highlights, Dr. Willis Sutton, superintendent of the public schools of 
Atlanta, Ga., and past president of the National Education Association, has said: 

‘I think Highlights for Children is one of the absolute essentials for the home 
and teachers of children from the nursery school through junior high sehool.” 

Dr. Donald Laird, noted author and lecturer, has said: 

“T am very favorably impressed with the potential Highlights has for shaping 
attitudes and ideals for children. Dr. and Mrs. Myers are making a good 
application of psychology to build healthy personalities in the coming generation. 
I feel that every home with children should have Highlights before they have 
radio or television sets.” 

If H. R. 6052 becomes law, its effects on us would be severe, of course, but 
our management would certainly not “lay down and die.” Like every other 
business, we would face the problem and attempt to solve it. Whether we could 
succeed is not clear, but we would certainly not assume that all was lost from 
the start. The basic actions we would take and some of the effects are evident. 
We believe you should be informed of our best estimates of the effect this bill 
will have on us as small publishers. As far as we can see, the results which 
would be achieved are not those which the post office or the general public desire. 
(1) Just what does the increase mean for our publication? 

Highlights for Children, as mailed without wrapper, weighs 5.2 ounces per copy. 
At the present second-class rate of 1.8 cents per pound, the postage charge is 
0.585 cent per copy. The 21%4-cent per-pound charge as proposed in H. R. 6052 
amounts to 0.81 cent per eopy. The proposed increase in postage, for our publi- 
cation, amounts to 0.225 cent per copy. 

(2) We would incur an immediate and sizable liability 

Since we sell subscriptions for long terms (3 and 5 years), we have already 

obligated ourselves to deliver in the future almost 2 million copies of our publi- 


eation. We have absolutely no way to recover the proposed postal charge on such 
copies, amounting to some $4,000. 


(3) We would immediately attempt to pass the postal increase on to the consumer 

The proposed increase of almost 40 percent in postal rates could definitely not 
be absorbed in our business. Almost 80 percent of our sales are made at ex- 
tremely low margin—approximately 2 cents per copy. The proposed increase in 
postage amounts to 0.225 cent, or over 10 percent of our net revenue. Our profits 
last year were less than 5 percent of our net revenue. Obviously, some means 
would have to be found to pass the postal increase on to the consumer. 

This is not an easy problem. The pricing of a publication such as ours follows 
natural price breaks. Our prices at the present time for 1-, 2-, and 3-year sub- 
scriptions are $5, $9, and $12, respectively. These even figures are no mere 
coincidence. The magazine industry has found, and it is an almost universal 
pricing fact, that magazine subscription prices are even—you just don’t sell a 
publication of this sort for $12.32. 
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Therefore, in passing the postal increase on to the consumer several steps 
would be required. The next reasonable price break to replace $5, $9, and $12 
would be $6, $10, and $14. To justify a $14 publication we would be forced to 
take steps to increase the quantity of material and services offered to our sub- 
scribers. Even assuming that this could be done so as to give the subscriber an 
equivalent dollar value, we would suffer two adverse effects : 

(a) The liability already incurred for future issues would be increased, not 
only by the additional postage but also by the additional copy cost encountered 
in producing a higher priced publication ; and 

‘b) We would run an extreme danger of pricing ourselves out of our market. 
There is a real demand for educational material in the home in the $12 range. 
A $14 publication, even though it contained more educational material, might well 
encounter a great deal of resistance and be found impossible to sell in volume. 


(4) Highlights will reach less American children 

Whether or not the business could continue, the one result which seems clear 
is that the effect of large second-class increases such as proposed in H. R. 6052 
would mean that our educational publication would be less widely distributed. 
Children in the lower economic groups—the ones who need it most—would be 
deprived of its value. At the very time when we are becoming more and more 
conscious of the need for supplying our children with good reading material we 
would be taking a step to discourage the distribution of such material. 
(5) The post office will have less revenue 

But the children of America are not the only losers. The post office in its effort 
to obtain additional revenue to defray the heavy overhead encountered in main- 
taining its vast organization of postal stations, would find that, because of the 
higher second-class rates, it would actually be receiving less total revenue from 
us, 


(6) The relative rates of various classes of pustage would be illogically distorted 
under H. R. 6052 

As the small publishers of a highly ethical second-class publication we feel 
little assurance that H. R. 6052 has proposed a reasonable solution to the overall 
postal problem. It would seem that this proposed legislation has not faced the 
philosophical questions regarding the extent to which the post office should 
operate as a service and the extent to which it should operate as a business. 
Indeed, the proposal seems to be going in an illogical direction. Under the pres- 
ent law, second-class matter is charged pound for pound, at a rate of about 1 to 11 
the rate for third-class matter. This ratio was not the result achieved by lobby- 
ists for subscription magazines, but rather the consequence of a service philoso- 
phy whereby printed matter meeting the second-class requirements was subsi- 
dized with respect to other classes of mail. To qualify for this low, second-class 
rate, matter had to meet certain specific requirements; to wit: “It must be origi- 
nated and published for the dissemination of information of a public character, 
or devoted to literature, the sciences, art, or some special industry, and having a 
legitimate list of subscribers.” Moreover, it must not be primarily designed for 
advertising purposes or free circulation. 

No such requirements exist for third-class matter. Congress, then, in formu- 
lating its original laws, recognized the value to the people of a practical means of 
disseminating information of an educational and public interest nature. Indeed, 
the successful dissemination of such information is the very backbone of our free 
way of life. 

The disturbing thing about the proposals of H. R. 6052 is that they make 
significant distortions in the proportions of second- to third-class rates. Whereas, 
under the old law, second-class material, for the reasons stated above, was charged 
at a rate approximately 1 to 11 that of third class, H. R. 6052 proposes a rate 
approximately 1 to 5 that of third class. It is difficult to believe thac this reduc- 
tion in he relative importance of information of a second-class character is the 
result of a revised philosophy on the relative values of these public services. 

In summary, then we strenuously oppose the proposals of H. R. 6052, on the 
grounds that it would: 

(1) Work extreme hardship on small publishers such as ourselves. 

(2) Render high quality educational material less available to children. 

(3) Leave unsolved the problem of the operating deficit of the post office. 

(4) Result in an unsound revision of the relative charges for distribution of 
various classes of mail. 


86316—53—vol. 2——-23 
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Mr. Myers. Thank you. 

And I would like to devote whatever time I have to a particular 
quirk in this bill which works a great hardship to us as a second-class 
publisher, and I am sure many other second-class publishers. 

To explain my little problem, let me say we have approximately 
110,000 of Highlights for Children. It is a publication sold directly 
by your own representatives and secondarily through schools. 

In the course of our professional work, every year it is necessary to 
send out about 200,000 sample copies of Highlights. 

Now, the second-class law, as it stands now, provides that a pub- 
lisher may send, at the regular second-class rate, 10 percent of his 
regular pounds submitted to paid subscribers. In other words, I 
have a circulation of a hundred thousand, let’s say, and 10 issues a year. 
1 am allowed to send 10 percent of that or 100,000 copies per year at 
the regular second-class rate. In order to send the additional hun- 
dred thousand copies which I must send to the elementary teachers 
of this country, in order to properly reach 200,000 elementary teachers, 
in order to send this additional hundred thousand copies, we at the 
present time mail under what is called the transient second-class rate, 

Now, these people, you see, aren’t subscribers. We have to pay in 
order to send them at the transient second-class rate. This rate is 
about seven times the rate on second-class publications. 

All right. Now, this is fine and well, and we go about our business 
and do this. 

Now, in your bill as it is now proposed, the Post Office has recom- 
mended, and it has included in the bill, that transient second-class 
rates be abolished. 

This seemed to be a fine idea. It apparently is something not widely 
used. It is a cumbersome thing to administer. It is a little extra 
they want to abolish. So they throw out transient second-class rates 
and, in order to cover this situation of a publisher who wants to send 
copies to nonsubscribers, they specify that copies over and above the 
10 percent will be sent at the third-class rate. 

And my problem is that the bill goes on to say that not only must 
the additional copies be sent at the third-class rate but in each case 
the postage shall be computed on each individually addressed copy or 
package of unaddressed copies but not on the bulk of the copies in the 
packages. 

Now, what this means is that in order to send a hundred thousand 
copies of our publication to the elementary teachers of this country, 
we, as this bill now reads, are forced to pay rates considerably higher 
than the normal bulk third-class rate. 

If you will bear with me, I have a chart which demonstrates this 
quite clearly, I think. 

Mr. Boiron. May I interrupt and ask what line and page of the 
bill you are talking about ? 

Mr. Myers. Yes. The thing I am concerned about is on page 7 of 
the bill, lines 5,6, 7, and 8 of page 7. That is the problem in question. 

If I can demonstrate this to you: You each have a copy of this 
chart on the back of my testimony. You can either look at that or, 
if you will, follow me here on this one. 

The chart at lower left is the present law. 

The line at the bottom of the page is the weight of copies sent, and 
the vertical line on the chart is the postage paid. 
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If you will look at the present situation, you will see that this thing 
called transient second class, the rate at which you allow second-c lass 
publishers to send copies to nonsubscribers, is slightly lower than the 
bulk third-class rate. Depending upon the particular weight of the 
publication, it gets a little bit above and a little bit below. 

When you come over here, you will see this line here, and the pro- 
posed minimum is 2 cents, and the rate per pound is 12 cents, which 
accounts for the rest of the line. And the law, as it now reads, says 
that each of these copies over and above our quota that we must se nd 
to elementary teachers must be sent at the individually addressed copy 
rate, that is, the fully paid third-class rate. And your fully paid 
third-class rate as proposed is 3 cents for the first 2 ounces and 1 cent 
for each additional ounce. So we find ourselves in the position now, 
under the proposed law, of being asked to pay 7 cents a copy to send 
100,000 copies to teachers, where, if we could mail them under the 
bulk third-class rate, which by this language we are prohibited from 
doing, it would cost us only slightly over 4 cents a copy. 

This is an educational periodical. If this were simply a catalog 
of fireworks, we would be allowed to send it for the bulk third-class 
rate. 

There doesn’t seem to be any valid reason that second-class publica- 
tions, which are forced to meet certain requirements—they must be 
in the general educational interest, and so on; they must be wanted 
and paid for by their subscribers—that a publication that meets that 
standard should ever have to pay more than the bulk third-class rate. 

Now, I discussed this matter with the post office, and as far as I 
can find out, the particular language in the bill was never intended 
to do the thing that it has done. And it is a sort of a freak. It is 
« hangover from the old law of transient second class. And the par- 
ticular line that makes the problem here, the line that forces us to 
pay the fully paid rate rors: than take adv: antage of the transient 
second-class rate is lines 5, 6, 7, and 8 on page 7. And I submit that 
if this sentence were deleted, hes law then would be a more equitable 
thing. 

The Cuamman. May I interrupt ? 

Looking at the bill, you would strike out the last sentence; is that 
correct ¢ 

Mr. Myers. Strike out the words “in each case the postage shall be 
computed,” and so on. 

Mr. Reams. And where would that put you with reference to the 
rate that was charged under the present law 4 

Mr. Myers. That would make the equivalent of the old transient 
rate, which we would now pay, slightly higher than it was before. 

I am sure no one intended this thing. This just affects us now. It 
is something we are going to have hit us now. But if this went 
through, you would find a lot of small publishers who would be very 
upset about this. Because it completely throws out a whole field o f 
promotion which is now profitable to us. 

So I would beg of you to amend this bill. 

The Cuarrman. Let me ask a question here. How would the con- 
trolled circulation rate affect you! You could not use that? 

Mr. Myers. I am not familiar with the controlled circulation rate. 
I am sorry. 

Mr. Davis. I was going to ask a question about that. 
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I notice in the statements of revenue to be produced that the 
amount is figured at $125,000. That is on page 10 of the Postmaster 
General’s statement. 

Would it be possible for this publication of ours to be figured under 
that controlled-circulation portion ? 

The Cuareman. I think it can. 

Mr. Myers. You mean that phase of it? I would have to refer that 
to the Post Office people. 

Mr. Davis. I think we should get someone to answer that. 

Mr. Watsu (Post Office Department). The same rate is recom- 
mended for controlled-circulation publications as for bulk third-class 
mail, 12 cents a pound with a minimum of 2 cents apiece. 

Mr. Davis. Is it contemplated that the controlled circulation 
would be increased, the revenue on the controlled circulation would 
be increased, by only $125,000 under this bill ? 

Mr. Wausn. Yes, sir. There is a small volume of controlled cir- 
culation of publications. The volume under 8 ounces is small. 

Mr. Davis. And then do I understand that the present rates on 
controlled circulation are substantially what the new rates will be 
under the plan that he has just referred to? 

Mr. Wausu. No; the recommended rates for controlled circulation 
are the same as the recommended rates for bulk third-class mail, and 
the present rates on each are also the same. We are recommending 
a raise from 10 cents to 12 cents per pound in each rate. 

Mr. Davis. Well, you are not raising the rates, then, on controlled 
circulation to an appreciable extent, if it will only bring in $125,000. 

Mr. Watsn. Well, it amounts to a 20 percent increase. The volume 
of the controlled-circulation publications is small. That is the reason 
for the small amount of additional revenue. 

Mr. Davis. I thought from the testimony we have had here that 
there were quite a number of these magazines and publications that 
were mailed on this controlled-circulation portion. 

Mr. Waxsu. There are quite a number of publications. 

I don’t think the number of them is large compared to the circulation 
of some of the large magazines. The total revenue from controlled- 
circulation publications, under 8 ounces, for 1952, was approximately 
$625,000. 

Mr. Davis. The total revenue? 

Mr. Watsu. The total revenue. 

Mr. Davis. For that class of publication ¢ 

Mr. Watsu. Under 8 ounces. 

Mr. Gross. Then, Mr. Walsh, this inequity would not be cured if 
he went to the use of the controlled circulation ? 

Mr. Waxsu. He would get the same rate no matter at what he 
mailed them, and it was not our intention to penalize him by not per- 
mitting use of the bulk third-class rate on sample copies in excess of 
10 percent. 

Mr. Gross. But with that language in there, he would be penalized. 

Mr. Watsu. He would be penalized unintentionally, and we would 
have no objection to removing it. 

Mr. Myers. Could I make one other observation at this point? 

You can frown at me, because it really isn’t the real intent of this 
present bill. You are after revenue in this bill here, apparently, and 
not getting ironed out all these little problems. But I wish you would 
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bear in mind in future years, when considering this whole problem of 
sample copies of second class publishers, that when you set up a 10 
ps quota on a publisher and say that he may use 10 percent of 
1is mail publications for sample copy purposes, for promotional pur- 
poses, you are definitely taking a step that hurts the little publisher. 

For example, we now have a circulation of a hundred thousand. 
Our promotional technique requires that we contact 200,000 teachers. 
Since we publish two issues a year, we are allowed, under the sample 
copy quota, 200,000 issues. If our circulation were twice what it is 
now, we could do all of them at this very low rate. Because we are 
only 100,000 instead of 200,000 circulation, we pay $400,000 additional 
revenue to the Post Office. We could much better afford to pay that 
when we reach 200,000 circulation. Therefore, the whole concept of a 
percentage figure only, with no floor at all in it, for the small pub- 
lisher, works a great hardship when he is trying to do promotional 
work through copies of his publication. 

The CHairMAN. Very well. 

Mr. Ed Anderson ¢ 

Mr. Gross. Mr. Chairman, Mr. Anderson was compelled to leave. 

With your permission, Mr. Chairman, I should like to read four 
paragraphs of his statement, in order to make his position clear, for 
the reason that Mr. Anderson is the vice president and chairman of 
the legislative committee of the National Editorial Association. 

Mr. Davis. Will the gentleman yield there? 

I would like to ask one more question, if the gentleman will yield, 
of Mr. Walsh, about this controlled circulation, 

Do you know what the reason was behind the controlled circulation 
classification and why this provision is in the law to which this gen- 
tleman just referred? 

Mr. Watsu. Why? I didn’t get the last part of your question. 

Mr. Davis. Do you know the reasoning which was behind the rates 
on this controlled circulation material, and w hy the apparently inequi- 

table provision that the gentleman just referred to is in the law? Was 

it to discourage the sending out of free copies, or to discourage the 
establishment of these free publications that are sent out under this 
classification? Or just what was the reasoning behind these rates? 

Mr. Watsu. The limitation of 10 percent ? 

Mr. Davis. bs 

Mr. Watsu. Yes, it has been a provision of the law for a long time. 

Mr. Davis. What was the reason for it? 

Mr. Watsn. And I understand that the reason for its being put in 
the law originally was to discourage the excessive use of sample copies 
in the mail and to improve the mailing list, to be sure that the re- 
cipients were bona fide subscribers, within every reasonable limit. 

Mr. Davis. Well, was the desire to discourage that due to the fact 
that the Post Office Department was carrying this class of mail at 
a loss? 

Mr. Watusu. Yes. That was, I am sure, the reasoning behind it. 
And I understand that around the turn of the century there was a con- 
siderably greater abuse of the second class mailing privilege than 
there is today. 

Mr. Davis. And it was carried at a loss? 

Mr. Watsu. Yes. 
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Mr. Gross. Now, may I have permission to read these four 
paragraphs / 

The CuatrMan. Yes; without objection, Mr. Gross may read them, 

Mr. Gross ( reading ) ; 


The National Editorial Association is the national trade association of the 
weekly, semiweekly, and some daily newspapers of the Nation. Over 5,000 of 
these newspapers, located in every State in the Union, are members of our 
association. 

We appreciate the extensive effort Postmaster General Summerfield is making 
to improve the service and to reduce the costs of operating the Post Office Depart- 
ment. Our newspapers serve smalltown, rural America and to reach the farmer 
we have to rely heavily upon the mails to deliver our newspapers. We are glad 
to observe that the Department has launched a program of discontinuing small, 
out-dated post offices and substituted mobile carrier service. Surely this will 
speed up delivery of the mail in many areas and save money for the Department. 
We have likewise been impressed with other plans that are being developed and 
we wish for the Department (Post Office) much success in its improvement 
program 

Before any changes are made in current postal rates we are convinced that 
a complete and impartial study should be made of the entire postal operations. 
Such a study is now being conducted by the Advisory Council of the Senate 
Committee on Post Office and Civil Service and is scheduled to be completed by 
the next session of Congress. 

We urge the Congress not to take hasty action at this time on this proposed 
postal rate increase bill, H. R. 6052. The mistakes made may result in serious 
damage. 

Mr. Chairman, I ask unanimous consent that the entire statement 
be placed in the record. 

The Cuamman. It is so ordered. 

(The statement referred to is as follows:) 


STATEMENT OF Ep M. ANDERSON, VICE PRESIDENT, CHAIRMAN, LEGISLATIVE 
COMMITTEE OF NATIONAL EDITORIAL ASSOCIATION 


Mr. Chairman and members of the committee, the National Editorial Associa- 
tion is the national trade association of the weekly, semiweekly, and some 
daily newspapers of the Nation. Over 5,000 of these newspapers, located in every 
State in the Union, are members of our association. 

We appreciate the extensive effort Postmaster General Summerfield is mak- 
ing to improve the service and to reduce the costs of operating the Post Office 
Department. Our newspapers serve smalltown, rural America and to reach 
the farmer we have to rely heavily upon the mails to deliver our newspapers. 
We are glad to observe that the Department has launched a program of dis- 
continuing small, outdated post offices and substituted mobile carrier service. 
Surely this will speed up delivery of the mail in many areas and save money 
for the Department. We have likewise been impressed with other plans that 
are being developed and we wish for the Department (Post Office) much suc- 
cess in its improvement program, 

Because of the slow mail delivery a high percentage of our member news- 
papers have found it necessary to develop dealer and carrier service whenever 
aud wherever possible. A few years ago most of the circulation of our news- 
papers was exclusively in the mail but today a large percentage of it in the 
towns and villages is by carrier and dealer. This percentage ranges from 10 
to 75 percent of the total depending upon location and circumstances. In 
other words, smalltown newspapers have found it necessary to obtain better 
and faster delivery service for their newspapers than the Post Office Depart- 
ment was and is providing. : 

H. R. 6052 specifically provides that rates of postage shall be the same as 
authorized by existing law on publications addressed for delivery within the 
county in which they are published and entered and that there shall be no 
change in the free-in-county mailing privilege provided by existing law. How- 
ever, it does provide for substantial increases in second-class rates in all eight 
zones and increases in minimum postage per piece. 
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Contrary to perhaps a very general belief, these increases will affect the 
smalltown newspapers rather heavily because a good percentage of the cir 
culation of our newspapers is outside of the county of publication. 

According to conservative estimates made by our industry the outside-of 
county circulation of our member newspapers ranges from 35 to 75 percent, 
and average is estimated at 40 percent. So it is obvious that the postage 
bill of the smalltown newspapers would be greatly increased by the passage 
of H. R. 6052. 

Today any increase in the cost of operating smalltown newspapers in the 
United States is difficult for the publisher. In view of the continued shortage 
of skilled labor in the industry, smalltown publishers have been forced to 
meet wage scale levels of the larger cities in order to remain in business, and 
this has made it extremely hard for these publishers to make any profit. The 
cost of operating the smalltown newspaper has soared so high that the margin 
of profit has been reduced dangerously low. 

In smalltown, rural America where over 50 percent of the population of this 
Nation reside the newspaper still remains the basic communication media for 
the dissemination of news and for rendering public service. The public service 
performed today by these newspapers is greater than it was in 1879 when Con 
gress recognized this function and granted special low postal rates to news 
papers and periodicals. These low postage rates make it possible for the 
newspapers to keep their subscription rates low and to have widespread cireu 
lation among the farmers and other people that they servec. This policy, 
therefore, is of great benefit to democracy, to the maintenance of business 
through advertising, and to the social and cultural life of communities and the 
Nation. Higher subscription rates result in lower circulation. 

We do not see how anyone could rightfully contend that the Post Office Depart- 
ment is strictly a business enterprise or that the users should pay all of its 
operating expenses. It is obvious that much of its vast service is public service 
and is provided for the benefit of all the people of the United States. The thou- 
sands of small, unprofitable offices that are maintained, the rural-carrier service 
and many other activities are costly and should not be sustained totally by 
receipts from users. 

We do not question the accuracy or the validity of the cost-ascertainment 
report of the Post Office Department but we do not think it is fair to the users 
of the mail to use this report as a basis for ratemaking. 

Before any changes are made in current postal rates we are convinced that 
a complete and impartial study should be made of the entire postal operations. 
Such a study is now being conducted by the Advisory Council of the Senate Com- 
mittee on Post Office and Civil Service and is scheduled to be completed by the 
next session of Congress. 

We urge the Congress not to take hasty action at this time on this proposed 
postal rate increase bill, H. R. 6052. The mistakes made may result in serious 
damage. 


The CratrmMan. Now we have Mr. Amory H. Bradford, publisher 
of the New York Times, New York City. 


STATEMENT OF AMORY H. BRADFORD, ASSISTANT TO THE PUB- 
LISHER OF THE NEW YORK TIMES, NEW YORK, N. Y. 


Mr. Braprorp. Mr. Chairman, I join with Mr. Robb in saying I am 
afraid you promoted me a little bit in that introduction. I am assist- 
ant to the publisher of the New York Times. 

The CHatrMan. Well, you are seen ene iting the New York Times? 

Mr. Braprorp. That is right, 

The CuamrMan. We are glad to ad ar from you, sir. 

Mr. Braprorp. When I discussed this matter w ith you this morning, 
Mr. Chairman, you suggested that instead of going through my full 
statement, we try to prepare a statement that would present as many 
detailed facts as we could get together in the short time available, 
and that I touch merely on some of the high points, and that the state- 
ment could be entered in the record; which I now do. 
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The CHarrMan. Very well. 
(The statement referred to is as follows:) 


STATEMENT BY AMORY H. BraApForD, ASSISTANT TO THE PUBLISHER OF THE NEW 
York TIMES 


On the last two occasions when the Times appeared before congressional 
committees considering postal-rate increases, in 1950 and 1951, we supported 
temporary increases, of the type adopted in the 1951 law, as a means of in- 
creasing the post-office revenue pending a careful, factual review of all aspects 
of the rate structure, before considering increases of a magnitude then, and 
now, proposed by the Postmaster General. The law adopted in 1951, and now 
in effect, provided for three such increases, of which the third will take effect 
next year—April 1, 1954. The law also made specific provision for a detailed 
study of the facts needed before further increases were imposed. 

Therefore, the Times js not oppused to the contemplated increase of 10 per- 
cent in 1954, which will bring the total increases over the past 3 years to 30 
percent. It must, however, in fairness to its subscribers who will have to bear 
the cost, oppose any such further increases in second-class charges as those 
presented here by the Postmaster General, which would increase our rates by 
an aggregate of 66 percent over a 344-year period. On the facts available to the 
Times, it is believed that any such increases would raise its rates substantially 
over any reasonable allocation of Post Office Department costs. These facts 
will be touched on briefly in this statement and, as indicated in previous hear- 
ings, the Times would welcome an opportunity to present these facts in more 
detail to a factfinding body established to present rate recommendations to 
Congress. 

This statement will cover three points: 

(1) The charges paid by the Times for second-class mail service, compared to 
the proposed charges and the cost of other means of distribution ; 

(2) Recent congressional action authorizing further study of second-class 
rates ; and 

(3) Conclusions, 


(1) THE CHARGES PAID BY THE TIMES FOR SECOND-CLASS MAIL 


As background, it should be noted that the Times’ present annual bill for 
second-class postage is $773,000, which takes into account the increases aggregat- 
ing 20 percent made effective in 1952 and 1953. The additional 10 percent re- 
quired by present legislation will increase the total to $838,000 next year, making 
a total increase of $195,000, or 30 percent, over 3 years. The new increases 
proposed by the Postmaster General would bring the total to $1,067,000 on July 1, 
1954, an aggregate increase of 66 percent in 344 years. 

Each weekday, the Times mails about 38,000 copies to subscribers, and 70,000 
copies on Sunday. The copies which the Times distributes by mail represent, it 
is true, a rather small percentage of the Times total circulation—about 7 per- 
cent. They go, however, to readers of the Times in every State in the Union, in- 
cluding 8,000 libraries, and the bulk of this circulation is at some distance from 
New York. As we have stated to this committee and to the Senate committee in 
the past, the subscription rate charged these readers is already low in relation 
to the cost of distributing the paper to them, and the Times may be forced to 
pass on, in the form of increased subscription rates, as much as possible of any 
increase in second-class postage rates which may be adopted by Congress. This 
has already been done in respect to the increases adopted in 1951. In view of 
this, you may ask why the Times feels it necessary to appear before this com- 
mittee in opposition to further rate increases, since the Times may not itself 
have to pay the amount of the increase. Our reason is that we feel we have a 
responsibility to these readers to protect them against such increases in the sub- 
scription charge based on unjustified increases in mail rates. 

There is one thing I would like to make clear at the outset: The Times is not 
appearing here to request any subsidy in the form of second-class rates estab- 
lished below the Government's cost of distributing the Times. On the contrary, 
we believe that the rates charged to us, and passed on by us to our readers, should 
cover the cost of this distribution. However, from the information which is 
available to us, we believe that the present rate structure should be sufficient for 
this purpose. 
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In addition to the subscriptions mentioned above, there are included in the 
Times second-class mail shipments 3,000 copies on weekdays and 15,000 copies 
on Sunday, which, although classified and paid for as second-class mail, are not 
true mail shipments, but are actually baggage shipments to dealers which are 
sent in mail cars because railway baggage service is not available at the hours 
needed. The bundles of papers are either thrown off such cars at the railroad 
stations and are picked up by dealers, without ever passing through the post 
office, or are picked up at the post office in bulk by the dealer, without pa.sing 
through any mail-delivery service 

In respect to all shipments by second-class mail, the Times performs many 
functions which distinguish it from many other users of second-class mail. The 
Times- 

(a) Routes the copies in accordance with the dispatch scheme issued by the 
Post Office Department ; 

(b) Separates them as singles, clubs, and directs: 

(c) Places them in sacks which are labeled for specific trains ; 

(d) Weighs the sacks and delivers them direct to the railway post office trains; 

(e) Picks up empty sacks at the post office. 

The present postage costs paid by the Times as compared to those proposed, 
are as follows: 


Present Proposed 


pound Per copy oman Per copy 


Cents Cents Cents Cents 
Daily d 2.8 1.7 3.9 2.4 
Sunday : . 4.3 13. 0 6.0 18.0 
Combined 3. 75 4.6 5.2 6.3 


These charges per copy and per pound should be compared with the average 
for all second class as shown in the cost-ascertainment report for 1951 (table 
101) of 2.07 cents per pound, and 1.97 cents per piece. Increased by 20 per- 
cent, these would be 2.48 cents per pound, and 2.36 cents per piece. The current 
average cost per piece of handling second class, according to Mr. Stans’ testi- 
mony on July 1, is 4.2 cents, which is below the average postage paid by the 
Times. 

When a comparison is made between present railway-baggage rates and 
present postal rates (including the 10-percent increase next year), it would 
appear that a proper allocation of operating costs of the postal service should 
show no loss in the service rendered to the New York Times. The following 
table sets forth such a comparison, zone by zone: 


(Cents per pound] 





+ Present Second class after 

| railroad Second class after both increases by 

baggage Apr. 1, 1954 Postmaster Gen- 

Zone | To rates, eral 
| daily S : od 
} and 

Sunday Daily Sunday | Daily Sunday 

1 and 2 Boston, Mass . : } 0.6 1.¢ 2.5 2.5 
land 2...) Philadelphia, Pa 7 as . 73 | 1. OF 2.5 2.5 
3 Buffalo, N. Y ‘ sane ties 8 2.: 3. 01 3. 18 
3... Washington, D. C 73 2.3 3. 01 3. 18 
ae Pittsburgh, Pa 73 3. 3.77 4.2 
4 Columbus, Ohio. 1.5 3. 27 3.77 4.2 
| Ree | Atlanta, Ga ; ; , | 2.1 4.16 4.79 5. 56 
5.. Chicago, Til... “ ‘ | 1.5 4.16 4.79 5. 56 
6.. Kansas City, Mo | 2.2 5. 04 5. 56 6. 58 
we San Antonio, Tex 2. 75 5. 92 6. 32 7.6 
» Portland, Oreg 3. 98 6. 81 6. 83 8. 28 
K Los Angeles, Calif 4. 68 6. 81 6. 83 8. 28 





In considering the above table, it should be borne in mind that it takes into 
account the final 10-percent increase, effective April 1, 1954, required by the 
present law. In shipments to cities in the first and second class zones, the Post 
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Office Department will receive revenue from the Times of aproximately 1.2 cents 
per pound in excess of the straight baggage rate, to reimburse it for whatever 
expense it incurs in connection with sorting and delivery at the post office of 
destination. In the case of each of the other zones, the Post Office Department 
will receive 1 to 8 cents per pound for this same service. If the recent pro- 
posal of the Postmaster General were adopted, the post office would receive 2 
to 4 cents per pound, over railway baggage rates. Such an increase would mean 
that the post office would receive 6 to 12 cents for sorting and delivery of each 
Sunday copy of the Times at the post office of destination. In comparison, it 
might be noted that the retail newsdealers, for performing much the same service 
as the post office of destination, with far less volume, receive about 1.2 cents a 
copy and weekdays, and 6 cents on Sunday. 

Until a careful study is made of second-class service, costs and rates, we 
frankly do mot know whether the rates we pay are above or below cost. How- 
ever, we cannot accept as justifiable the cost estimates which led the Postmaster 
General, in his recent testimony before this committee, to state that a 400- 
percent increase in second-class rates would be necessary in order to eliminate 
the deficit resulting from this class. The present rate for delivering the Sun- 
day Times is 1.8 cents per pound in zone 1, and 6.3 cents in zone 8. A 400 
percent increase would make this rate 9 cents in zone 1, and 31.5 cents in zone 8. 
At the latter rate, the postage charge per copy would be 94.5 cents in Zone §&. 
Since the railway baggage rate to Los Angeles in zone 8 is only 4.68 cents per 
pound, or 14 cents per copy, the post office could then have 80 cents per copy to 
cover sorting and delivery costs 


(2) CONGRESSIONAL ACTION AUTHORIZING POSTAL RATE STUDIES 


As indicated above, the Times supported proposals in 1949, 1950, and 1951 
for a careful study of the second-class rate structure. These proposals were 
approved by Congress in 1951 in several pieces of legislation. 

(1) Section 13 of the postal rates law passed in 1951 established a joint com- 
mittee to make a study of the postal rate structure, and authorized an appro- 
priation of $100,000 to finance this study. The act instructed the committee 
to conduct a thorough study and investigation in respect to the following 
matters: 

““(1) Postal rates and charges in relation to the reasonable cost of handling 
the several classes of mail matter and special services, with due allowances in 
each class for the care required, the degree of preferment, priority in handling, 
and economic value of the services rendered and the public interest served 
thereby. 

“(2) The extent to which expenditures now charged to the Post Office De- 
partment for the following items should be excluded in considering costs for 
the several classes of mail matter and special services: 

“(A) Expenditures for free postal services; 

“(B) Expenditures in excess of revenues for international postal services ; 

“(C) Expenditures for subsidies for postal services pursuant to law or legis- 
lative policy of Congress; 

“(ID) Expenditures in excess of revenues, pursuant to the act of June 5, 
1930 (39 U. S. C. 793), not enumerated in the preceding subparagraphs (A), 
(B), or (CC): 

“(E) Expenditures for services of any character not otherwise enumerated 
herein which may be performed for other departments and agencies of the 
Government; and 

“(F) Expenditures which may be justified only on a national-welfare basis 
and not primarily as a business function. 

“(3) Expenditures for the Post Office Department by other Government agen- 
cies which should be considered in connection with the cost for the handling of 
the several classes of mail matter and special services, such as employees’ retire- 
ment, use of Government buildings, and maintenance services. 

“(4) The extent, if any, to which Post Office Department expenditures in excess 
of revenue, for its various services and for the handling of various classes of mail, 
are justified as being in the public interest.” : 

In order to accomplish its purposes, the joint committee was authorized, 
among other things, to hold hearings, to issue subpenas to compel the appearance 
of witnesses and the production of records, and to make such expenditures as it 
deemed advisable. 
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Pursuant to this authority in the law, a committee was appointed, headed by 
Senator Olin D. Johnston as chairman. The committee held its first meeting on 
March 27, 1952, and discussed in general terms its responsibilities for the future. 
Unfortunately, however, at this point, when the chairman of the committee 
went before the Appropriations Committee to request $50,000 of the total of 
$100,000 authorized by law, his request was denied. By Senate Report No. 7 of 
this Congress, issued on January 13, 1953, Chairman Johnston described the brief 
history of the committee and reported that it is presently inoperative. 

(2) In the Statement of the Postmaster General before the Senate and House 
of Representatives Committees on Appropriations, for the fiscal year 1954, the 
Postmaster General indicated that two additional appropriations, which had 
been made by Congress to create agencies with investigative powers and juris 
diction over the problems generally before this committee now, had never been 
activated. At page 39 of the printed edition of that statement, the Postmaster 
General said, “Funds have been appropriated for establishment of a Division of 
Rates, but such a division has never been established.” 

At page 22 of the same report. the Postmaster General stated, “A staff to pro- 
vide postal management and Congress with research data on rates charged to 
users of the mails has not been established in the Department, despite the fact 
that funds for such a group were authorized by Congress 2 years ago.” 

(3) Apparently as a result of the failure of these two other approaches to the 
problem of assembling postal-rate data, Senator Frank Carlson, on March 31, 
named an advisory group of 10 citizens to help his Senate Post Office and Civil 
Service Committee investigate the Post Office Department. Included among the 
10 private citizens in the advisory group were editors and executives of daily 
newspapers and various weekly and monthly publications, as well as represent 
atives of civil-service organizations and mail-order commercial houses. Thi 
committee met for the first time 3 months ago and it is our understanding that 
they intend to issue a report shortly after the turn of the year. 

It is, we believe, unfortunate that the Congress is now being asked to consider 
further blanket increases in second-class rates, beyond the 30 percent already 
imposed, without the completion of any of the studies which all agreed were 
necessary 2 years ago, and 1 of which, under the Carlson committee, is now in 
the process of completion. Testimony already presented at these rate hearings 
shows the need for more detailed study than can be undertaken here. The deficit 
ascribed to second-class mail, in the Postmaster General's statement, is $232 mil- 
lion. Some $55 million of this is the cost of rural free delivery, which would be 
incurred, as a matter of policy in serving rural areas, even if no second-class mail 
were carried. Further, in his testimony on July 18, Mr. Stans estimated that 
$64,300,000 of the second-class deficit was allocable to “free in county” 
($13,600,000) and to mail of certain nonprofit organizations ($50,700,000). We 
believe that more detailed study would show that these, and possibly other costs. 
should not be used to support a general rate increase for all other users of 
second class. 

As a further example of the type of study needed, it is noted above that all 
of the copies of the Times which go by mail are sorted by the Times and deliv- 
ered to the trains direct from the Times Building in New York, without passing 
through the post office. Furthermore, over 3,000 copies of the weekday issue and 
15,000 of the Sunday issue go to newsdealers in bundles, and involve no delivery 
by the post office. Consideration should be given to allowing a credit, against 
overall second-class rates, for such services ordinarily performed by the post 
office. 

(83) CONCLUSIONS 


The program adopted by Congress in 1951, of three seccond-class increases of 
10 percent, effective on April 1, 1952, 1953, and 1954, was a temporary measure, 
designed to produce some additional revenue without drastically upsetting the 
second-class rate structure, until an opportunity was afforded for careful, factual 
study. We submit that this program was a sound one, and that it should be 
carried through before Congress considers any further increase in second-class 
rates. The third 10 percent increase will not be effective until April 1 of next 
year. In the meantime, the Carlson committee can complete its work, the Post 
Office Department can have time to do the research job it was requested to do 
3 years ago, and the joint committee can be activated if that is regarded as nec 
essary at this time. The Times would welcome an opportunity to appear before 
one or more of such committees to show in detail how its use of second-class mail 
is related to the rates now paid, and to suggest a means of subdividing the rates 
to reflect the services actually used by a newspaper such as the Times. 
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It should be possible to complete all of these studies before the end of this year 
and to propose any further rate increases, indicated by the results of these 
studies, to be effective at a reasonable time after April 1, 1954, which is the date 
of the last increase under the existing program. Any hasty action in advance 
of this will place a heavy and possibly unjustified burden, either on those who 
ship by second-class mail, or on the subscribers to the publication concerned. We 
do not believe that this committee wishes to impose any charges, either on the 
shippers or on the subscribers, which are not justified by the facts. We submit 
that completion of the program of study is necessary before anyone can tell 
whether or not a further increase is so justified. 

If further study is given to this subject, serious consideration should be given 
to the probability that any increase in second-class rates, as substantia) as that 
proposed by the Postmaster General, might result in a severe curtailment of the 
volume of second-class mail. The curtailment would result from the fact that 
many subscribers could not afford to pay the higher subscription rates which 
wou'd result from the rate increase, and many shippers would turn to less ex- 
pensive means of transportation, such as railway baggage and highway trucks. 
This curtailment would not reduce, proportionately, the cost of rural free deliv- 
ery or office expense now allocated to second-class mail. The result might be that 
the post-office deficit in second class would not be decreased after the rate 
increase. 

Mr. Braprorp. I would like to reserve the right to correct any of 
the detailed statistics that we, on checking, find to be too hastily pre- 
pared. I think they are entirely correct, but I can send the clerk of 
the committee a corrected copy early next week with your permission. 

The CuarrmMan. Without objection, the permission may be granted. 

Mr. Braprorp. First, I would like to say that the New York Times 
does not wish to request any subsidy in the form of any second-class 
rates that are below the Government’s cost of distributing the Times 
to its readers. On the contrary, we believe that the rates now charged 
to the Times and passed on by us to our subscribers should be sufficient 
to cover the cost of transporting and distributing our paper. 

We appeared at the hearings here in 1950 and in 1951 and spoke in 
support of the type of increase in second-class rates that was adopted 
in the 1951 hearings; that is, an increase of 10 percent per year over 
a 3-year period, accompanied by a careful study of the details behind 
the rate structure. 

Unfortunately, we find ourselves in the position today of appearing 
to oppose the increase proposed by the Postmaster General. 

We oppose it mainly on the ground that this rate has been submitted 
before any of the studies contemplated by the 1951 legislation have 
been completed. 

The rates proposed would bring our total cost within 314 years up 
66 percent. We feel that is far too sharp an increase to ask us to pass 
on to our subscribers without more study than this committee is able 
to give it in a limited time in these 2 weeks. 

Therefore, we urge that the studies be completed and that rate 
action be deferred until after you have the recommendations of what- 
ever bodies are set up, such as the Carlson committee, to complete 
studies before next April. 

The reason we suggest this is that, as I said earlier, the facts avail- 
able to us indicate, so far as we can see, that we should be paying 
enough postage to cover the cost of distributing our paper through the 
mails, 

. . i © 

Our present annual second-class postage bill is $773,000. That in- 
cludes the first 2 increases of 10 percent, a total of 20. It will go 
up to $830,000 next year, with the last 10-percent increase. 
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The rates proposed by the Postmaster General would increase the 
total to $1,067,000. 

We ship about 7 percent of our total circulation, daily and Sunday, 
to subscribers through second-class mail; that is 38,000 copies on the 
average on W eekdays, 70,000 copies on the average on Sundays. 

Mr. Downy. Excuse me. What percentage, did you say ? 

Mr. Braprorp. It is 7 percent of our total. 

Mr. Dowpy. I was getting sleepy and couldn’t follow you. 

Mr. Braprorp. I sympathize very much, and I will try to get 
through with this quickly enough so that we can all go home. 

In addition to the copies that we mail to subseribers, I would like 
to point out that we send through second-class mail on weekdays, 
3,000 copies a day, on Sunday, 15,000 copies, which is quite a substan- 
tial shipment, in bundles to dealers on mail cars, which move in that 
way only because there are no baggage cars on the trains that will 
reach those dealers in time. 

We pay the full anacaee cna rate for those copies, although the 
post office never sees them before they get on the train. They are 
either thrown off the train at destinations and picked up by dealers, or 
the dealer picks them up in the post office. So they involve none of 
the usual post office distribution cost. 

The second-class rate we pay for those copies is just about twice 
the railway baggage rate for the same service. And we do this be- 
cause otherwise we could not reach our readers quite as quickly. 

While I am on the subject of the size of our circulation, I think 
you might be interested, since you were asking Mr. Robb about circula- 
tion figures, that the only figure I have with me, but I think it would be 
pertinent for any period for which you took it, is that over the last 
30 years our weekday circulation has increased by 50 ‘puyat, our 
cieaadage circulation by 100 percent; and during that same 30-year 
period the number of copies we send by mail has gone up only 12 
percent. In other words, almost the entire very large i increase in our 
circulation over the past 30 years has gone by other forms of trans- 
portation than second-class mail. 

The reason for that is that the mail service, through curtailment of 
rail service, has been much less satisfactory. All through New Eng- 
land, where my family live, and in many points of the West and Far 
West, we can do better by sending either a combination of rail and 
truck or direct truck service than we can using the mails. 

Mr. Boiron. May I interrupt at that point, sir, and ask: Of that 
50 to 100 percent increase, what part is limited to the city of New 
York and what part is outside the city ? 

Mr. Braprorp. I don’t have those figures here. I think in general 
the increase has been fairly proportionate over the country, both 
within and outside the city, though if anything—and this is pure 
guesswork on my part—I would say it might have been somewhat more 
substantial in what we call our country circulation, outside New York, 
than it has been in the city, percentagewise, 

To return to the statistics of our use of the mails: 

Our average payment for the use of second-class mail, and this is on 
a combined basis, daily and Sunday, and includes the last 10-percent 
increase, which will be effective next year, for the purpose of making 
comparisons, is 4 cents a pound. And that works out, again, on the 
average, to 6 cents a copy. 
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Now, that is a much higher rate per pound and per copy than the 
average user pays, obviously because our copies are heavier, and they 
travel a fair ly large distance. 

I am not trying to say they are too high, but I do think the com- 
parisons I will make next show that there is a fair chance that when 
your copies are heavier and do travel as far as ours do, you come closer 
to paying the cost of distribution than you would otherwise. 

The Cuamman. The Sunday issue is a very heavy bundle, is it not ? 

Mr. Braprorp. Yes, sir, our Sunday paper averages throughout the 
year 3 pounds per copy. 

The Cuarrman. And the advertising content in that paper is par- 
ticularly heavy. 

Mr. Braprorp. Yes; it is. I am glad to say it is, because it enables 
us to keep in business. 

Actually, the rate of our Sunday issue, per copy, for delivering it, 
instead of being 6 cents, which is the average of all copies, where it is 
13 cents under the present rate, went to a little over 14 cents with the 
last increase. So you see that the cost to the subscriber just about 
covers the cost of mailing it to him at 13 cents a copy. 

Those rates, of 6 cents a copy, should be compared, I think, to the 
post office estimated cost per copy of all copies shipped in second- 
class mail, of 4.2 cents. Those are cost figures and not income figures 
I am talking about. 

Obviously, our cost figures may be somewhat higher than the aver- 
age, although in the total second-class circulation there are a great 
many magazines that weigh more than our papers do on the average 
and that travel certainly just as far. 

We do not know whether these figures show we pay more or less 
cost. We think they show enough basis for our belief that we proba- 
bly are not being underchanged to justify the need for a much more 
detailed study than we have been able to participate in as yet. 

Now, comparing the rates which we pay, zone by zone—and these 
are set out in detail on page 3 of my statement—with railway bag- 
gage rates to cities in the same areas, you will note that in the first place 
the 1 railway baggage rates are about half, on the average, of the 
second-class-postage rate. 

Mr. Bouron. Iam sorry. I should have cut in a minute ago. But 
you made the statement, I believe, that at the new rate, which would 
be about 13 cents a copy, the subscription rate would just about cover 
the cost of transportation. 

Mr. Braprorp. Yes, sir. 

Mr. Botton. Is not that actually pretty much the norm in a good 
many fields of the publishing business, namely, that your subscription 
cost just about carries your distribution cost? 

Mr. Braprorp. That is right. Ours vary in different ways, selling 
in different areas, depending on how far we are sending the paper. 
But the old theory of circulation was that your cost of transporta- 
tion, distribution, should be covered by your circulation rate, plus 
some amount of newsprint. That would vary in the formula. Costs 
have gone up so much recently that I think a good many papers feel 
they are lucky if he can cover the cost of getting the paper to the 
customer out of what they take from the customer. 
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Mr. Bouton. So that actually on the new rate, with the distribution 
of papers that go by mail, that would not be out of line with other 
delivery costs ? 

Mr. Braprorp. No, sir. In general, we feel that the new rate, with 
the 30 percent in it, looks to us abovt right. Anything that would 
bring it up to the new proposal we can’t see the reason for, and that is 
why we suggest further study before we go that high. 

Mr. Davis. Do you intend that statement also to apply to weekly 
newspapers and the other small newspapers, or just simply to your own 
division ? 

Mr. Braprorp. I am speaking only to the New York Times. [ am 
not here representing an association. We felt we should ask the 
opportunity to appear separately from the association, because our 
problem is essentially different from that of most newspapers. 

Mr. Davis. Your testimony, then, relates only to the New York 
Times ?¢ 

Mr. Braprorp. That is right, sir. We are, to a large extent, a 
national newspaper. Our problems fall somewhere between those of 
local newspapers and national magazines, insofar as second-class mail 
is concerned, and that is why we felt we should appear separately. 

Now, comparing the r ailway-baggage cost with the second-class 
postage cost in each zone, we see that there is a difference in favor of 
second-class postage of between 1 and 3 cents per pound. 

When we compare that difference on a per-copy basis with what 
we pay our retail dealers in the country, which is about a cent and a 
quarter on weekdays and 6 cents on Sunday, we see that there is about 
the same differential left over for the post office to handle sorting and 
distribution in the local post office that our retail dealers find makes 
it possible for them to stay in business at a profit. And I submit that 
the work which they do wit! respect to our paper is quite similar to 
that done by the post office. They have to sort it for their customers. 
And they are operating not with a large volume, but as small inde- 
pendent businessmen, with 1 or 2 employees. That obviously is not 
entirely a fair comparison. 

It is the only one we have to compare it with. And it seemed to us 
that on that basis the post-office allocation of cost was running very 
hard against the actual facts. 

Now, to take that same analogy one step further, Mr. Summerfield 
in his testimony here, I think on the opening day or the second day, 
last week, responded to a question that it would take a 400-percent 
increase in the second-class rate to wipe out the deficit charged to 
second class. 

That, obviously, is a correct interpretation of the figures he sub- 
mitted. 

Our rate for delivering the Sunday Times in zone 1 is 1.8 cents per 
thousand, and it is 6.3 cents in zone 8. 

If you increase those by 400 percent, you get a rate per pound of 9 
cents in zone 1. That is within 50 miles of New York. We deliver 
hardly any in that area. And 3114 cents a pound in zone 8. That 
means that at that latter rate the postage per copy for delivering the 
New York Times on the west coast would be 9414 cents. 

Now, railway baggage for that copy to Los’ Angeles 1s 41% cents, 
about, 4.6 cents, which is 14 cents a copy. That would leave 80 cents 
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a copy, at a 400-percent increase, to the post office, to cover distribu- 
tion charges in Los Angeles, 

Well, obviously, any increase that amounted to that much would 
be charging us way beyond the cost of handling that copy of the 
Times. 

Mr. Moss. I wonder if I might ask a question at that point? 

The Post Office Department has to have a distribution organization, 
its carriers, and after the paper reaches Los Angeles it would have to 
have facilities with which to receive it and to sort it and to distribute 
it, would it not? 

Mr. Braprorp. Yes, sir. 

Mr. Moss. Now, I imagine that the Post Office Department, over 
the years, in the matter of postal facilities, the building, has taken 
into account the volume of second-class mail, so that there has been 
some expenditure for facilities to handle second-class mail. 

Mr. Braprorp. I would think that was undoubtedly true. 

Second-class mail moves in large volume. 

Mr. Moss. If you took it to second-class mail to Los Angeles, you 
would have to have some facilities there to undertake carriage to your 
subscriber. 

Mr. Braprorp. I just pointed out that at the present time it is 
twice the baggage rate. And I am assuming that the post office 
doesn’t pay any more for the use of a railway car than we do when 
we ship the paper. 

I don’t know whether that is a correct assumption, but I don’t see 
why they should. But assuming they do pay the same baggage charge 
we do for the same kind of service, they would have left over the 
other half of the postage, to handle just what you are speaking of. 

As I say, I don’t know whether or not that is enough. I am sure 
that 80 cents a copy would be a great deal too much. I would be very 
glad to go into business myself on that basis. 

Mr. Moss. Do you know whether the pound rate, say, on news- 
papers in a baggage car is the same as the rate for any other type of 
material handled by the railroads in a baggage car? 

Mr. Braprorp. I do not.. As I understand it, I think that less-than- 
carload baggage moves at somewhat the same rate, but I don’t know. 

Mr. Moss. Lower than the preferential rate for newspapers? 

Mr. Braprorp, Not so far as I know. I think we are charged the 
same as all mails baggage moving on passenger trains. Undoubtedly 
those figures are available here. 

The bagg: ige rates which we pay to the cities listed appear on page 
3. I would be glad to see if those are average. 

Now, I used that illustration of the 400-percent increase not to make 
the Postmaster General’s statement look ridiculous,. because that is 
not my intention, but I do think that it points up very seriously the 
problem before this committee. Because the reason he suggested 400 
percent was that he projected his deficit exactly in accordance with 
the cost-ascertainment report, which, as Mr. Stans ‘pointed out very 

carefully before this committee, does not provide an adequate basis 
for ratemaking. Many other factors of judgment must go into the 
ratemaking process, as we have certainly learned in establishing ad- 
vertising and circulation rates in our own business, 

But I think the 80-cent example does indicate that before we in- 
crease these rates in anything more than the 10-10-and-10 level, we 
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should know exactly what we are doing. Because a charge like that 
would make it necessary either for us to charge such a prohibitive sub- 
scription price that people at any distance om New York could no 
longer buy the Times, or to absorb a cost that looks to us to be beyond 
any reasonable cost the Government should incur. 

Other things which should be considerea in such a study are, obvi- 
ously, the fact that in the total second-class deficit appear $13 million 
for free in county service which we believe should be continued as 
free in county, but we doubt whether we, as other users of second 
class, should be asked to pay for it; the faet that $50,000 of the total 
deficit results in lower rates to nonprofit organizations. 

Again, we subscribe to the principle. We don’t think we should be 
singled out to support the entire cost. 

And then there is the problem which I mentioned at the beginning, 
that we have to use mail cars in many instances as baggage shipments 
for quite a large number of copies. We deliver all of our copies direct 
to the railroad trains in New York. ‘They never go through the New 
York Post Office. 

We feel that the right structure, if it is to be reconsidered carefully, 
should probably make some allowance for shippers who do not make 
full use of the mail service, and who are thereby imposing no cost 
on the post office. 

I think the same would apply to smaller papers, who use trucks to 
take ie be iper to a post office they can’t reach by rail. 

Mr. Gross. Mr. Chairman, while it is not my disposition to hurry 
the witness, I wonder how much longer his statement will take ? 

Mr. Braprorp. I was just coming to my one conclusion. 

It shouldn’t take me more than another minute, sir. 

Mr. Gross. I was going to suggest if you were going to be in the 
city you could come back tomorrow, because following your testimony 
I am going to suggest that we adjourn for the day, Mr. Chairman. 

Mr. Braprorp. Mr. Chairman, I am at the service of the committee. 
It is too late for me to hope to get to Massachusetts tonight, so I will 
be here in the morning, and if you would like me to continue or be 
available for answer ing questions then, I can do that. 

Mr. Gross. I suggest that the gentleman come back tomorrow and 
that we now adjourn. 

Mr. Hacen. Will the gentleman yield before he makes that sug- 
goatee 

Mr. Gross. Yes. 

Mr. Hagen. I think the witnesses here, before they go, should have 
the information and plans, which were decided on in committee, as to 
whether or not they can testify tomorrow or not. 

Is it in order to advise them of the action of the committee, Mr. 
Chairman, as to their rights and expectations ? 

The CHamMan. Mr. Chapman, Mr. Hecht, Mr. Hammond, and Mr. 
Willett were scheduled to testify this evening. They will be scheduled 
to testify tomorrow morning at 10 o’clock. 

Mr. Hacen. I want to ask a further question, Mr. Chairman, if | 
have the permission of Mr. Gross to do so, as to the witnesses who 
have indicated up to 7 o’clock tonight their desire to be heard, and 
their right to be heard at this hearing tomorrow, or at any time until 
they are all heard. Isthata proper statement to make? 

86316—53—vol. 2——-24 
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The Cuarrman. We hope to continue these hearings in order. 

Beginning at 10 o’clock tomorrow, we will run along and hear as 
many as we can tomorrow. 

Mr. Core. Mr. Chairman, can we not finish with this witness 
tonight ? 

The Cuarrman. We shall, as a matter of right. 

Mr. Corr. There is no need to put him to the trouble of coming 
back here. 

The CuarrMan. He says he is almost through. 

Mr. Braprorp. As I said, I will be in the city tonight anyway. 

Mr. Davis. Also, in connection with what Mr. Hagen has just said, 
as 1 understand the motion which was adopted tonight, if we have 
not finished with all of the witnesses who, up until 7 ‘o'clock tonight, 
had applied to be heard, then they will be heard Monday. 

The Carman. They will be heard Monday. 

Mr. Gross. Mr. Chairman, it is after 10 o'clock. I did not even 
have time for supper this evening since there was only a few minutes 
between adjournment of the House and this committee session. 

I suggest the gentleman come back. He has said it will cause him 
no inconvenience to come back tomorrow morning. 

Certainly we should not attempt to take another witness tonight. 

The Cuarrman. No, sir. 

Mr. Gross. I suggest, Mr. Chairman, and I do not want to move, but 
I will do so if necessary, that we adjourn. 

Mrs. Sr. Grorer. I think it would be more courteous to Mr. Brad- 
ford to hear him out. He has a very short statement from here on out. 

Mr. Gross. Let me ask this question of the witness. 

Would you consider it a discourtesy to be asked to come back 
tomorrow morning ¢ 

Mr. Gupser. That is like asking the witness if he has stopped beat- 
ing his wife. 

Mr. Gross. I am asking the witness whether it is a discourtesy to 
him. 

Mrs. Sr. Grorce. I think you are putting the witness in a very diffi- 
cult position, myself. 

Mr. Gross. I do not think so, because he has just said he was 
perfectly willing and able to come back; that he will not be 
inconvenienced, 

Mr. Jarman. Mr. Gross, can we not try this approach: If he has 
only 2 or 3 minutes of testimony in his statement, can we finish that 
part of it, and see what questions there are, what disposition the 
committee has as far as questions are concerned ? 

Mr. Gross. Then we will be here until 10: 30 or 11 o’clock. 

Mr. Jarman. If the committee is going to ask many questions, we 
can think about tomorrow. 

Mr. Gross. I have no way of knowing what is going to follow by 
way of questions. And I think we have been here long enough. 

The Cuamman. The committee is adjourned. 

(Whereupon, at 10:10 p. m., a recess was taken until Saturday, 
July 25, 1953, at 10 a. m.) 
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SATURDAY, JULY 25, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND Civit SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees (chairman) presiding. 

The Cuarrman, The committee will be in order. 

Mr. Reams is recognized for the purpose of placing statements in 
the record. 

Mr. Reams. Mr. Chairman, I would like to place in the record at 
this point a telegram with reference to this bill under consideration, 
H. R. 6052, a telegram from the Honorable Dudley A. White, for 
merly a Member of the House of Representatives from Sandusky, 
Ohio, and a telegram from John F. McLellan, general counsel of 
the International Printing Pressmen and Assistants Union of North 
America, and a telegram from Mr. Thomas E. Dunwody, president 
of the International Printing Pressmen’s Union. 

The Cuatrman. Without objection, they will be placed in the record 
at this point. 

(The telegrams follow :) 

SANDUSKY, OHnTI0, July 24, 1953 
Hon. FRAZIER REAMS, 
Member of Congress, House Office Building, 
Washington, D. C.: 

While showing a willingness to smear newspapers with blame, the direct 
effect of the Department's proposal to increase second-class rates (by 42 percent) 
would be to compel the farm families of America to assume a larger burden 
of cost for rural free delivery service; likewise for many of the inefficiencies 
and obsolete practices of the Department itself. Although I am chairman of 
the ANPA postal committee and a member of the same committee for the 
Inland Press Association, this message is an expression of my personal views, 
since the combination of illness and hasty House hearings do not even allow 
sufficient time to clear with my associates. At the same time we protest against 
rushed and inadequate hearings. 


Dupitey A. WHITE, 
Register-Star-News, Sandusky, Ohio. 


— 


Kinesport, TENN., July 23, 1958. 
Hon. Frazier REAMS, 
Committee on Post Office and Civil Service, 
House Office Building, Washington, D. C.: 

We wish to express our opposition to H. R. 6052, a bill to increase postage 
rates. The additional cost factor here involved undoubtedly would put many 
marginal companies out of business and so deprive members of this union 
employment. Since there is at present a slight slump in this direction, we wish 
you to take our opposition into consideration before this matter is passed upon. 
Thank you for your attention to this matter. 

JoHN F. McLeELian, 
General Counsel, International Printing Pressmen and Assistants 
Union of North America. 
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PRESSMEN’S HoME, TENN., July 23, 1953. 
Congressman FRAZIER REAMS, 
House Office Building, Washington, D. C.: 

Re H. R. 6052, large segments of the printing and publishing industry are 
violently opposed to the bill to which reference is here made, which would 
authorize Postmaster General to increase postage on magazines and second- 
class mailing matter up to 42 percent. This organization, as the representa- 
tive of the printing pressmen employed by the industry, associates itself with 
the opponents to this measure. The economic posture of the industry is such 
that radical postage increases of the type contemplated may well result in 
driving the operating-cost factors well above the safety margin at a time when 
printing volume is slightly declining and with such decline the industry is now 
experiencing slight unemployment problems. We hope you will be able to 
associate yourself with our view of this measure and we solicit your opposition 
to its enactment. 

Tuomas E. DuNnwopy, 
President, International Printing Pressmen’s Union. 

Mr. Gross. Mr. Chairman, may I have the same permission to in- 
sert a telegram which reads as follows: 

United States Chamber of Commerce did not poll us in regard to their stand 
on H. R. 6052. We do not agree with them and oppose any increase in postage 
rates. 


ConRAD CHAMBER OF COMMERCE, 
Conrad, Iowa. 


The Cuatrman. Without objection, the message will be placed at 
this point in the record. 

Mr. Bradford, who testified last night, advises he is not quite 
through with his statement; so Mr. Bradford is recognized at this time. 


STATEMENT OF AMORY H. BRADFORD, ASSISTANT TO THE 
PUBLISHER OF THE NEW YORK TIMES 


Mr. Braprorp. Thank you, Mr. Chairman. 

It will take me only a few minutes to complete the statement I 
started last night. 

When we concluded, I was in the midst of referring to certain items 
which we felt should be considered in the further study of the overall 
problem of increasing second-class postage rates. I had just pointed 
out that if rates were increased on the basis of the Postmaster Gen- 
eral’s estimate by 400 percent in order to completely eliminate the 
deficit which appears in the cost-ascertainment report, that this would 
leave the post office over 80 cents per copy for handling and delivering 
our Sunday paper on the west coast after paying railway baggage and 
transportation to Los Angeles. 

Since then I have asked for a copy of the statement which has been 
entered in the record here in response to a question asked by Mr. Moss 
earlier this week as to the Post Office Department’s estimate of the 
actual cost of handling the New York Times through second-class 
mail. I feel that I should point out for the record that the statistics 
given on the New York Times in this estimate are not correct. The 
statement appears as figures based on mailings for the quarter ended 
December 81, 1952. 

After the New York Times, it gives “Quarterly weight 5,600,000,” 
That is approximately correct, taking into account the fact that the 
last quarter of the year is somewhat heavier than the annual average. 
However, the next figure gives 7,600,000 copies as having been mailed 
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in that quarter. On an annual basis that would produce a figure of 
over 30 million. In fact, in the year ending June 30, 1953, our total 
copies sent by — were 16,821,264. That is a discrepancy of almost 
100 percent. I do not know whether it is a typographical error here 
or whether it was used in estimating the cost. The quarterly postage 
again is also correct in our figures. 

Mr. Murray. Who is the witness? 

The Cuarrman. Mr. Bradford. He had not finished the state- 
ment last night. 

Mr. Murray. Of the New York Times? 

Mr. Braprorp. That is right. I do not know whether if the esti- 
mated cost of handling which appears in the next column of this 
statement of $636,000 a quarter, which extended on an annual basis 
would be $2,544,000, is based on the number of copies or not. In any 
event it would amount to 15 cents a copy for cost of handling through- 
out the year for all of our copies shipped. 

We cannot believe that the cost of handling them is that great. 
The average selling price, the copies we sell on the newsstand, which 
is over 90 percent of our circulation, is only 10 cents a copy, and 
we feel that that substantially covers the cost of distribution from 
the time the papers leave our building. Therefore, I would just 
like to suggest that this statement of the cost of handling the Times 
which has been entered in the record is one further example of the 
need for more detailed study than is possible in this committee. 

I do not think the figures are correct and I think the allocation of 
cost to our circulation is far to high. 

One other item which we feel should properly be considered in 
any such study is the probability that if rates are substantially in- 
creased the total volume of second-class mail would fall off.” We 
have already raised our subscription price for second-class mail so 
that for the Sunday paper it is higher than the newsstand price and 
for the daily paper it is almost as high as the newsstand price. 

In the past we always tried to give a discount to the annual sub- 
scriber because he is a steady customer. The cost of postage has 
put the cost so high that now the rural free-delivery subscriber is 
paying more per § Sunday copy of the Times than if he went to the 
newsstand to purchase it. 

Mr. Murray. What is your price for the Sunday copy through 
the mail? 

Mr. Braprorp. Sunday only $15.50 a year. Our Sunday newsstand 
price is 15 cents. 

Mr. Botton. Did you say that you do send your Sunday papers 
by mail? 

Mr. Braprorp. We send about 70,000 copies to subscribers by mail. 
An additional 15,000 copies go in mail cars in bundles, getting baggage 
service. 

Mr. Boron. You are not talking of those which go in baggage 
cars ¢ 

Mr. Braprorp. The total country distribution, sold on newsstands 
comes pretty close to a half million copies. About 15,000 would go 
in mail cars. The other 70,000 is delivered or put in mailbags ad- 
dressed to individual subscribers. Of our total circulation, 7 percent 
goes through the mails. 
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Mr. Murray. You say the cost-ascertainment figures are not correct ? 

Mr. Braprorp. I have no quarrel with the formula used in the 
cost ascertainment as such. What I said was incorrect was the answer 
supplied in answer to a question from Mr. Moss earlier this week did 
give an incorrect statement of the number of copies shipped by the 
New York Times in the period indicated. I think it may be a typo- 
graphical error, but I want to point out that if the cost figures were 
based on that number of copies, then they must also be incorrect. 
With respect to the possibility of lost volume, we are already 
harging a very high subscription rate. If we increased that further, 
we would expect that a number of subscribers throughout the country 
would not be able to continue their subscriptions. Many of them are 
on fixed incomes, speaking of the Times subscribers; they are ministers, 
schoolteachers, and professional people. Also, if the rates went up 
in anything like the amount proposed by the Postmaster General, 
we would have to reconsider the problem of shipping as many copies 
as we do in mail cars and getting only baggage service and might have 
to take later trains, where we can get bag se we service and pay ‘bage: ge 
rates forit. Almost every ee publisher must have similar prob lems 
and I would assume that the total volume poset fall off substantially. 
The total cost would not go off as much because the R MC would still 
cost exactly what it cost before, and therefore the increased rates 
might not reduce the deficit. 

Mr. Murray. Would that increase the advertising rates materially ¢ 

Mr. Brapror p. Yes: we have been increasing our advertising rates 
steadily in the past 10 years to cover mounting costs. We would not 
still be in business if we had not. 

Mr. Murray. The a ‘rtising rates are based on your nays ation ¢ 

Mr. Braprorp. Yes, sir: though they are based on a number of 
factors. 

Mr. Murray. That is one factor, though, is it not? 

Mr. Braprorp. If we did not have the circulation, we certainly would 
not be able to charge the advertising rates we do. 

Mr. Murray. You have had several increases in newsprint over the 
last, several years. 

Mr. Braprorp. We have had ve ry serious increases in newsprint cost. 

Mr. Murray. You increased the Sunday subscription. It was 15 
cents, now it is 25 cents at the newsstand. 

Mr. Braprorp. That is right. 

Mr. Murray. Are you opposed to any increase in second-class mail / 

Mr. Braprorp. No, sir. We sapported-at the last two hearings in 
1950 and 1951 an increase of the type incorporated in the 1951 bill. 
That is a flat increase of 10 percent which would be applied in order 
to increase revenues and to permit time for further study. Our only 
position here today is that we feel that further study should be com- 

increase beyond the period of 10 percent is proposed. 

Mr. Murray. You have a great newspaper; probably the greatest 
in the country. I enjoy reading it, especially the Sund: ay paper, espe- 
cially the weekly review of the news. I read your editorials. Your 
paper is vitally concerned with balancing the budget, an economy 
prog ram. 

Now. you do no ad spi te this tremendous deficit in the Post Office 
Department, do you? 

Mr. Braprorp. No, sir. 


} 
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Mr. Murray. Then do you think that the users of the mail should 
help pay for this deficit in the Post Office Department rather than the 
general te eye of the country ¢ 

Mr. Braprorp. We believe that the New York Times should pay a 
second- dake mail rate that covers a fair allocation of the cost of 
distributing the New York Times. We do not believe that the cost- 
— iinment figures support an increase of the magnitude proposed 
by the Postmaster General. We think that if we could sit conn with a 
fact-finding commission and go over the facts of which I gave you 
examples last night—I believe, sir, after you had left the Sheil - 
that these would indicate that for use of the type we make of the 
mails we pay our way already. We cannot be sure of that. Nobody 
can be sure of that until further study is given. 

Mr. Murray. What does your Sunday paper weigh on an average ? 

Mr. Braprorp. Three pounds. 

Mr. Murray. What does the daily paper weigh ¢ 

Mr. Braprorp. About six-tenths of a pound. 

Mr. Gross. Mr. Bradford, speaking of deficits, I wonder if the 
Federal Security Administration should be made to pay its way, 
that is, should charges be made so that there will be no deficit in the 
Federal Security Administration? I wonder if those who use the 
national parks or visit our national parks should pay fees sufficient to 
cover costs of administration of these parks. In other words, I wonder 
if all agencies that offer services to the public should not charge for 
those services so that there would be no deficits accruing from the 
operation of such Government departments or agencies? I wonder if 
you would subscribe to that theory, following up the line of questions 
asked by the gentleman from Tennessee é 

Mr. Braprorp. I am afraid, sir, you are getting into somewhat 
broader fields than I am prepared to reply on this morning. I do 
think, however, in the second-class mail field that services that are 
recognized as valuable free services, such as “free in county,” small 
papers, should be segregated from the total cost of second-class mail 
and recognized as a separate service the Government should pay for 
out of the general fund and should not be charged to other users of 
the mail. 

Mr. Gross. I agree with your statement, Mr. Bradford. 

The CrHarrMan. Have you concluded your statement so that we can 
ask questions ¢ 

Mr. Braprorp. Yes, sir. I would like to say briefly that we felt the 
program adopted in 1951, which was a temporary measure, for three 
10-percent increases to provide time for additional study was a valu- 
able program, that it should not be abandoned now until those studies 
have / en complete “cl. 

Thank you very much. 

The CnatrMan. Questions on my right? 

Mr. Moss. 

Mr. Moss. Mr. Bradford, I hope you understand the figures in 
cluded in the record are the figures of the Post Office Department 
If you feel there is an error, I wall ask the Department to recheck 
their figures so that the record will be correct as to the figures they 
have in the Department. 

Mr. Braprorp. Thank you very much. I realized they were Post 
Oflice Department figures, but I felt that what seemed to us to be 
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obviously a mistake in counting copies should be called to the com- 
mittee’s attention. 

Mr. Moss. Now, Mr. Bradford, in your statement on page 6, in 
discussing the second-class mail generally, you mentioned that some 
$55 million of this is in the cost of rural free deliver y which would be 
incurred as a matter of policy in serving rural areas even if no second- 
class mail were carried. Would it not be equally true today that if you 
eliminated any one class the service would still probably be main- 
tained ¢ 

Mr. Braprorp. Yes, sir. The reason we picked up the rural-free- 
delivery cost as an example here was that it was our belief that 
rural free delivery was established as a separate service which should 
have been supported out of general funds rather than necessarily by 
payment by users of the mail. It would provide people who live 
some distance from the post office with daily mail service. Perhaps, 
the use of the word “free” in the title was meant to indicate it was 
not supposed to be paid for, either by them or by the mail users. 

Mr. Moss. You feel that is one example of a feature of the Post 
Office Department which was never intended to be self-supporting ? 

Mr. Braprorp. We do, sir. 

Mr. Moss. Now, in the cost of the free-in-county mail and the non- 
profit-organization mail, do you feel that that should also be set aside 
in the budget as a subsidy or as a service feature of the Post Office 
Department and directly appropriated for ? 

Mr. Braprorp. Yes, sir. Pe srhaps it could be put another way: We 


feel that the cost of those services which are recognized as being car- 
ried either free or at low cost should not be used as a basis for saying 
that other mail users do not pay their way. It would be necessary 


to segregate them. 

Mr. Moss. It should not be a charge against the first-class users or 
the second or the third but rather treated as a service given by this 
Government to these organizations? 

Mr. Braprorp. I have not thought through the problem on first 
class. We certainly feel that way about the second class. On the 
first class, we feel that the 1 cent increase proposed is very similar to 
the increase already adopted for second class, which was 30 percent. 
We are not opposing that increase. 

Mr. Moss. You would have opposed, I imagine, the increase on 
second when it was proposed to the Congress if at that time all cost 
ascertainment figures showed that second was carrying its own weight ? 

Mr. Braprorp. Yes, sir; we would. 

The Cuarrman. Any more questions on my right? 

Mr. Dowpy. In other words, projecting your reasoning along the 

same line you would at this time oppose the increase on the first-class 
rate when the cost ascertainment figures showed it more than paid its 
own way ¢ 

Mr. Braprorp. No, sir; there has been no increase in nonlocal first- 
class mail in 20 years, as I understand it. 

Mr. Dowpy. You recall it was increased 20 years ago not because 
it was needed to make first class pay its way but it was a 1-cent tax 
put on by the Ways and Means Committee to pay the cost of the 
Government ¢ 

Mr. Braprorp. So I understand. We did not oppose a similar 
relatively across-the-board increase in second class because we felt 
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there had been no increase in more than 20 years and something of 
that nature is not out of line. We are not here to argue one way or 
the other on the first class. 

Mr. Moss. The second-class increase voted in 1932 was only for 
2 years. 

Mr. Braprorp. If my recollection is correct, there was a second- 
class increase proposed in 1932 which was withdrawn within a year. 
Whether it was withdrawn because there was a decreased volume of 
mail which was falling off in the depression or not, I am not certain. 
The result is, however, that the chart which was presented to this 
committee by the Postmaster General, which showed a net decrease 
in second class rates showed that only because the base year is 1932 and 
if the base year had been 1933, it would have shown a 20 percent in- 
crease in second-class mail. 

Mr. Moss. Are you aware that a chart given this committee, a re- 
print from an issue, I believe, of the Pe st master’s s publication in 1932, 
shows there was a decrease in the use of first-class mail as a result 
of the increase in postage rate. 

Mr. Braprorp. No, sir; I am not familiar with that. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. I do not follow your reasoning. I am just trying to 
find out a little something here. 

According to the information we have, second-class mail, as a class, 
pays one-fifth of the postage. The other four-fifths is a subsidy or 
whatever you want to call it. If I understand you correctly now, 
you are perfectly willing and you think it is right and just that the 
balance of that should be made up by raising the first-class mail ? 

Mr. Braprorp. No, sir. I am sorry; I did not make myself clear. 
We think first that we, so far as we can see, do pay our way in the sec- 
ond-class postage that we pay. Until further information is available, 
we do not agree that so far as we are concerned, as a shipper there 
is any deficit on our shipments; second, as to first-class mail, we have 
not come down to oppose that increase. It would be incorrect to 
deduce from that that we think the money should be used to pay 
second class. We do not think so. 

Mr. Dowpy. Our hearing has not developed anything particular 
on it. Iam rather inclined to go along with you that perhaps there 
has been some juggling of figures that shows a greater loss on par- 
ticular parts of second-class mail; that this committee probably should 
have a great deal more testimony or at least have them straightened 
out. Because I understand that the free-in-county is figured in with 
the parts of second class that pay the full rate for second class. That 
should be, in my opinion, developed, and we should have testimony on 
that to develop the point that you have brought up a little more fully 
as to whether you are actually paying your way. 

Now, I just caught on part of it, that you have made some com- 
plaints about the figures that the Postmaster General has furnished 
the committee about the circulation of the New York Times by mail. 
I did not catch what that was. This would probably be in line with 
what you and I have been discussing, which is not a proper break- 
down of second class. In other words, they may be charging you 
with more subsidy than you actually get. 

Mr. Braprorp. Yes, sir. I think that that necessarily follows in 
the figures. 
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In addition, I believe there was an arithmetical mistake in the 
figures supplied which would perhaps further distort what we believe 
to be an erroneous assignment of expense. 

Mr. Botanp. There is no doubt about the number in the second 
column, 7.6. 

Mr. Braprorp. No, sir. So far as I can see. I cannot imagine 
that half of our circulation could have been counted in one quarter. 
I think there must be a mistake in that. 

Mr. Dowpy. How about the figures in the amount of money you 
spent for postage in the quarter ¢ é 

Mr. Braprorp. That is approximately correct. It is a little bit 
higher in the last quarter of the year because our circulation is a little 
heavier in the months of October, November, and December than it 
is in the summer. 

Mr. Dowpvy. You think that would be an average?! 

Mr. Braprorp. That conforms with the figures we have. 

Mr. Moss. I wonder if I might ask one question. 

The Cuarrman. Mr. Moss. 

Mr. Moss. Your mail copies are usually subscription copies, are 
they not? 

Mr. Braprorp., All of our mail copies are subscription copies except 
for the 3,000 weekdays and the ike 
shipment to dealers. 

Mr. Moss. Do you sell a number of quarterly subscriptions ? 

Mr. Braprorp. I do not have a breakdown in my head between 
quarterly, 6-month, and annual. 

Mr. Moss. I do not know why you should have more mail copies 
in the last quarter of the year if you are selling subscriptions than 
you would have for the three quarters. 

Mr. Braprorp. To a large extent because more go to dealers in bulk 
in the last quarter. There might be some additional subscriptions, 
but there would not be nearly as big a bulk in the subscriptions to 
readers as there would be to readers of individual copies in that 
quarter. 

The Cuatrman. Any questions on my left? 

Mr. Davis. I have a question. 

The Cuatrman. Judge Davis is recognized. 

Mr. Davis. Mr. Bradford, I did not hear your statement on the 
figures in the sheet furnished to Mr. Moss by the Post Office Depart- 
ment. I gathered from what has been said since I came in that you 
had some criticism of these figures. What was it. 

Mr. Braprorp. You see, in the second column opposite the New 
York Times it gives a figure of 7,600,000 copies, 7.6, as copies made in 
the quarter ending December 31. On an annual basis, if you multiply 
that by 4, it would give a total of 30,400,000 copies. The total num- 
ber of copies that we shipped in the year ended June 30, this year, 
which included this qu: irter, is only 16,800,000, 

As I said earlier, [ think this was obviously either a typographical 
mistake or miscalculation of some kind. 

Mr. Davis. That will amount then to an error of almost 100 percent, 
will it not? 

Mr. Braprorp. Yes, sir. 

Mr. Davis. Have you followed on out on the cost there, the cost of 
postage, cost of handling, quarterly loss, annual loss ? 


1 


15,000 on Sundays which go in bu 
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Mr. Braprorp. We have no we of knowing how the $636,000 cost 
of handling is arrived at. If it was based on the number of copies, 
which was erroneously given ila I would assume it is too high 
arithmetically. If it 1s not, if it is based on something in relation to 
the postage figure, which is approximately correctly, then I would 
point out that it comes on an average of 15 cents per copy as the cost 
of handling, which by any of the ways we handle newspapers seems 
much, much too high. 

The CuarrmMan. Any other questions ¢ 

Mr. Davis. ‘That is all. 

The Cnarman. On my left. We will start with Mr. Hagen this 
time. 

Mr. Hacen. Mr. Bradford, I was interested in your statement on 
page 2 to the effect that the portion of your circulation going through 
the mail is approximately 7 percent. ‘That is in reality quite a bit 
larger than the average metropolitan daily in the country, is it not ¢ 

Mr. Braprorp. I would assume that it is on the average. These 
were some that used mail a great deal in say 150-mile area around the 
city, which is actually where we use it the least. 

Mr. Hacen. You really do not get much advantage or benefit from 
the so-called free-in-county provision ¢ 

Mr. Braprorp. We have none, sir. I believe free-in-county has to 
go to a post office that does not have letter carrier service and there 
are letter carriers throughout our counties. 

Mr. Hagen. There might be some places in your county that do not 
have, but you still apparently do not use it because you have your own 
delivery system. 

Mr. Braprorp. We get there much quicker. We send almost no 
mail copies within 50 miles of our point of publication. 

Mr. Hagen. I notice that your 70,000 Sunday copies going through 
the mail is mailed to almost every State in the Union and including 
8,000 libraries. Your testimony indicates you would have to pass on 
to the subscriber any increase in postal rate on the distribution of your 
publication, is that right? 

Mr. Braprorp. That is correct. We have passed on the increases 
adopted in 1951. 

Mr. Hagen. So again the increase in postal rates would have no 
effect on the people in New York City or the area adjacent to New 
York City because your newspaper does not go through the mail there 
but it will have a tremendous impact on 8,000 libraries in the countr y 
and public service institutions which receive your newspaper, espe- 
cially the Sunday edition, because of its great value and because it isa 
fine newspaper, with world events analyzed ? In other words, it is 
actually a study publication for many educational and study arama 
library people throughout the country, is that not true? 

Mr. Braprorp. That is correct. 

Mr. Hagen. So again the impact of the rate will go to the people 
in the outlying areas of the United States, the people in Minnesota, 
Nevada, Missouri, and other far places throughout the c ountry. They 
will pay most of the increased rate. 

Mr. Braprorp. That is correct. 

As I pointed out earlier, we are now charging for the Sunday 
edition, the one which you refer to in particular, 4 cents more to mail 
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subscribers than people buying at newsstands in that part of the 
country pay. And 9 cents more than they pay in New York City and 
suburbs. 

Mr. Hagen. Is your mail edition exactly the same as the New York 
edition of the Times on Sunday ? 

Mr. Braprorp. Yes, sir, except that we do not include the local 
classified advertising, real estate sections for all points. 

Mr. Hacen. I notice that with respect to some New York newspapers 
and some metropolitan papers throughout the country where I have 
visited, and I have visited every large city in the United States, in- 
variably the newsstand copy is somewhat larger than the paper that 
goes through the mail 500 miles or more away. In your case it is only 
the classified section which is taken out ? 

Mr. Braprorp. That is right. 

Mr. Hagen. I know in many other cases newspapers sent by mail 
from distant points are much smaller sized papers. I notice on page 3 
you mention the present railroad baggage rates. You indicate that 
mail rates are about twice baggage rates. Why is it that you do not 
go into and use more railroad baggage service in handling and dis- 
tributing your publication since the mail rate is about twice as high? 

Mr. Braprorp. There are two reasons, sir; first, we cannot use 
railway baggage service to reach the customer who wants to get a copy 
in his mailbox on RFD. 

Mr. Hagen. I was referring mostly to bulk mail, going to news- 
dealers, news agents, and newsboys. 

Mr. Braprorp. Those copies, which are 3,000 weekdays and 15,000 
on Sunday, we use mail cars because we can get there several hours 
ahead of delivery by baggage. That means that a dealer can get them 
out to his customers perhaps today instead of tomorrow. 

Mr. Hacen. They are not always on trains. This mail service may 
be automobiles. 

Mr. Braprorp. No, sir; there are a number of passenger case that 
have no baggage cars, but have mail cars. In those cases we use mail 
cars. 

Mr. Hagen. You do feel since the railroad can handle it at half 
the charge, that the Post Office Department is either charging too 
much or the costs are too high ? 

Mr. Braprorp. Yes, sir. Actually, in this case the rate structure 
does not provide for any discount for services not used. Our case is 
much similar to the man who spoke last night who said he had to use 
trucks to get to the post office 20 miles from the point of publication. 
We feel that any further study that may be made, consideration in that 
study should be given to establishing a subclassification of rates so 
there would be a discount for service not used. 

Mr. Hacen. Actually, the service on this bulk mailing of bundles 
to newsdealers, news agents, and newsboys would be about the same 
whether you put it on the train as mail or if you put it on the train 
in baggage cars. In any case, the Post Office Department does not 
get it in the post office, they do not handle it, they do not touch it, 
and the mailman just kicks it off or drops it off at the station. 

Mr. Braprorp. That is correct, sir. We put all baggage and all 
mail on the trains. At destination these bundles are either thrown off 
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at the station, picked off the station platform by the dealer, or they 
may be taken by the post office and he picks them up in bulk. 

Mr. Hagen. Since the service is about the same, the railroad could 
handle it, and does handle it. In some instances, where you have 

railway baggage cars, you will agree that the railroad is not doing 
itata big Joss, “and therefore the Post Office Department charge must 
be excessive and based on false cost premises. 

As a further example that the cost-ascertainment system is not a 
true base for rates, your example on page 4 is called to my attention. 
You indicate, in reference to your Sunday paper, that the mail trans- 
portation and handling cost, based on the cost-ascertainment-system 
program, would be 94 cents and a half for the Sunday paper going 
to the west coast; is that correct ? 

Mr. Braprorp. That is correct. 

Mr. Hagen. That is, of course, representing the 400-percent increase 
which the Postmaster General said was necessary to completely cover 
the cost of second-class mail; is that right? 

Mr. Bravrorp. That is correct. 

Mr. Hagen. So it seems rather ridiculous when one newspaper, a 
Sunday newspaper, would cost almost a dollar to send from one coast 
to the other. It shows the absurdity and the ridiculous situation in 
which the cost ascertainment can come to when we give it a complete 
and full analysis. 

The Cuarrman. May I interrupt? 

Mr. Hagen. Yes. 

The Cuarrman. Does that mean that the cost-ascertainment figure 
is ridiculous? 

Mr. Hagen. I certainly think so. It is not only ridiculous, but it is 
completely false and full of errors. 

Mr. Gupsrer. Have you ever heard a statement by a reputable cer- 
tified public accountant—all certified public accountants are reputable 
I will change that—have you ever heard a statement by a certified aabs 
lic accountant that in his opinion the cost-ascertainment system em- 
ployed by the Post Office Department is fallacious ? 

Mr. Hagen. The Post Office Department themselves admit that it 
is not complete. 

Mr. Gusser. Isn’t the man who made the study a certified public 
accountant—Mr. Stans, I believe his name is? Aren’t they bound by 
a certain code of ethics, just as doctors and lawyers are, and only aflix 
their names to things when they are absolutely sure in their own minds 
and hearts that those things are correct and true? 

Mr. Hacen. They do not take into account the matter of preferred 
rates, the matter of judgment, the matter of some of the costs. 

Mr. Davis. You did hear a reputable witness here yesterday after- 
noon say, or last night, that it was an exercise in arithmetic, did you 
not ? 

Mr. Reams. Mr. Chairman, I would like to make a comment. Mr. 
Hagen, would you not say that that figure of 94 cents for the delivery 
of the Sunday Times in Los Angeles was not laid down by the cost- 
ascertainment report, that was an application of whoever drew up 
the statement of the postmaster, and that it was not the cost-ascertain- 
ment report from which that figure was taken? There is nothing in 
the cost-ascertainment report to support that. 
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Mr. Hacen. The cost-ascertainment report indicates that there is a 
deficit in the second-class mail revenues and they would have to be 
increased 400 percent, the Postmaster General states, in order to over- 
come all the claimed deficit. 

Mr. Reams. But there is no more connection between the 94-cent 
figure and the deficit than there is between the deficit in any other 
department. 

Mr. Hagen. You take any charge on second-class mail and you have 
to increase it 400 percent to meet the cost-ascertainment requirement 
and pay its own way. 

Mr. Reams. I think you might use any other yardstick. I think 
there is no atts wk on the cost- ascertainment re port. Mr. Stans said 
that the cost-ascertainment report was not a proper instrument for 
rate making. This is the case where there is an effort to use it directly 
for rate making and a false application. 

Mr. Hagen. You are exactly right. It is not a vehicle for making 
rates, that is true. 

Mr. Moss. I just thought it might be good to have in the record at 
this point the fact that in rechecking with the Post Office Depart- 
ment—Mr. Robertson and I just rechecked—the Department says the 
figures on quarter ly weight are exact ly correct. The number of 
copies as arrived at is an estimate tied into the weight. 

Now, possibly it would show higher in the last quarter because of 
the greater weight in your copies. I think you made a statement 
that they were probal ly heavier at that time of the year. 

Mr. Braprorp. That is possible. 

Mr. Moss. The quarter ly postage is correct. The other figures of 
course are cost ascertainment. They could be shaded one way or the 
other, but it would be very minor. It is the cost-ascertainment system 
and you either have to accept or reject that. 

Mr. Braprorp. In other words, then the correct conclusion from that 
would be that if our figure of the number of copies is correct, then my 
cone a drawn from that, that came to 15 cents, per copy, is right. 

Mr. Moss. They estimate the number of copies apparently on weight 
and the weight is checked very carefully and is correct. 

Mr. Hacen. The example we discussed about the baggage rate com- 
pared to the mail rate is a direct evidence, nobody disclaims these 
facts, that the cost-ascertainment must be off base. 

Are there any other examples that you are aware of that show the 
fallacy of the cost-ascertainment method of determining rates on 
second-class or third-class? 

Mr. Braprorp. If we had had time to go into it more in detail I 
could have applied this same 400 percent to each zone. I took zone 8 
because it was the largest figure and it made the most striking example. 
oat in every zone the cost would be comparably as great over what 
we believe to be the actual cost of distribution. 

Mr. Hagen. I w: to call your attention to page 4 again. You 
mention the deficit. The deficit is the deficit claimed by the Post 
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Office Department and includes, of course, all of the public services, 
the subsidies, the preferred low rates, and things of that kind? 

Mr. Braprorp. Yes. 

Mr. Hagen. You are quite aware of that! 

Mr. Braprorp. Yes, sir. 

Mr. Hacen. This chart given about some large magazines of course 
again is a deficit and shows costs based on their own analysis of the 
situation in connection with the use of the unreliable cost-ascertainment 
system ¢ 

Mr. Braprorp. These are all illustrations I think of why we feel a 
detailed study would be a sounder basis on which to proceed. 

The Cuamrman. Mr. Bolton wants to ask a question. 

Mr. Boiron. What is the ratio of your mailing cost to the total 
overall cost ¢ 

Mr. Braprorp. I do not have the figures available. It is very small. 
It would be somewhere around | to 2 percent. 

Mr. Bouron. Thank you, sir. 

Mr. Hagen. Will the gentleman \ ield at that point ¢ 

Mr. Bouron. Yes. 

Mr. Hagen. I would make this observation. They use the mail only 
to the extent of 7 percent of their total circulation. So naturally their 
total mailing cost as it would be in the case of the Washington News, 
where it is less than three-fifths of 1 cent, their mailing cost would 
be relatively smal] compared to the overall cost of distribution. 

Mr. Gross. I want to thank Mr. Bradford for coming back this 
morning. As I understand it—and I hope you will correct me if I 
am wrong—when I asked the chairman to recess last night, you said 
it would not inconvenience you in the least to come back this morning. 
Is that not correct ¢ 

Mr. Braprorp. That is correct. It has been a pleasure to be here, 
and if the committee is willing to work this hard, I am too. 

Mr. Gross. Had we continued hearing you last night, we would 
have been in session, on the basis of the interest in your testimony and 
questions asked you this morning—we would have been 
until well after 11 o’clock last night. 

Thank you, Mr. Bradford. 

The Cuarrman. Mr. Lansing Chapman. 

Mr. Davis. At this point I want to ask permission to read a telegram. 

The CuHairman. Judge Davis is recognized. 

Mr. Davis. Mr. Chairman, I want to read for the information of 
the committee and ask that it be inserted in the record at this point, 
a telegram which I received this morning from Mrs. Ralph Hobbs, 
chairman of the committee on legislation, Georgia Congress of Parents 
and Teachers: 


in session 


We would appreciate delayed action on H. R. 6052 until findings on the postal 
rate structure have been completed and studied. 


Then I also have a telegram from Dudley A. White, Register Star 
News, Sandusky, Ohio. 
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I ask to have those inserted. 

The Cuarrman. Without objection, the telegram will be inserted 
in the record at this point. 

(Telegram from Mr. White is identical to one appearing on page 
513 addressed to Mr: Reams. ) 

Mr. Bouron. May I comment there, Judge? 

Mr. White is a distinguished former Member of this House from 
the State of Ohio. 

Mr. Murray. I might also comment he has been before this com- 
mittee several times protesting increased rates. 

Mr. Davis. Mr. Chairman, | also would, without reading, ask to in- 
sert in the record at this point a letter which I received this morning-— 
I understand other committee members did also—from Mr. Ward A. 
Neff, general manager, Corn Belt Farm Dailies, giving some informa- 
tion with reference to his testimony before this committee, together 
with the enclosure. 

The Cuatrman. Without objection, the letter and enclosure will be 
inserted at this point in the record. 

(The letter and enclosure follow :) 


WasHrnorTon, D. C., July 24, 1958. 
Hon, JAMeEs C, DAVIS, 
House Office Building, Washington, D. C. 

Dear Mr. Davis: I have today obtained from my Chicago office information 
which is right to the point on the matter of the proposed increase in the mini- 
mum per copy rate (H. R. 6052) which I brought to your attention earlier in the 
week. Here it is in a nutshell: 

On the last 6 issues of the Chicago Daily Drovers Journal for which we have 
post office bills— 

(1) The increase in postage cost at the proposed pound rates would range 
from 17.65 to 39.64 percent. 

(2) The increase in postage cost at the proposed one-half cent minimum per 
copy would range from 216.89 to 299.92 percent. 

Actually under the proposed law we would not be permitted to pay as in (1) 
above. We would have to pay the one-half cent minimum as shown in (2). 

Few others, so far as we know, are in this dilemma under the proposed law. 
The vast majority of publications would be mailed at pound rates. 

Regardless of the importance of any major economic isSues involved in the 
postal legislation, I am certain that you do not want any part in the enactment 
of a postal law which is unjust to anyone, inequitable, or discriminatory. 

The situation we portray above can be met by the complete elimination of the 
proposed one-half cent minimum, H. R. 6052, section 2 (c). We urge you to help 
bring such an amendment about now while the matter is before your House 
Post Office and Civil Service Committee. 

Respectfully and sincerely, 


Warp A. Nerr, 
General Manager, Corn Belt Farm Dailies. 
P. S.—Attached are figures in greater detail supporting the ranges referred 
to in (1) and (2) above. You may be interested in the comparisons for the last 
six issues for which we have bills. 
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Chicago Daily Drovers Journal—2d class postage rate comparisons based 6 latest 
post office bills, July 1953A typical week 


| Under H. R. 6052: Percent- 
age increase over rates in 
etfect today 


Number 
Jate of issu 

vente of pages At pound At ys on 

rates effec- 2% Oo y 

tive July 1, | "minimum 
19541 effec tive : 
Oct. 1, 1953 2 
July 9 = ee 4 20. 28 299.17 
Jaly 10....... 4 6 39. 49 216. 8Y 
Jabs Ui sesic 3 ; 4 17. 65 299. 92 
July 13 4 3 20. 60 209. 15 
July 14 6 30. 64 | 213. 29 
July 15. Q 6 39. 38 | 218. 20 


1 For comparative purposes only; not applicable to Chicago Daily Drovers Journal. 

2 Minimum per copy rate would apply to all but 2 or 3 of 308 issues of Chicago Daily Drovers Journal dur- 
ing year. 

Note.—For the 6 issues the average percentage increase of the proposed 44-cent minimum is 349 percent 
over the rates in effect before the first 10 pereent increase under the existing law 


The Ca4rrMan. Mr. Chapman is recognized, 


STATEMENT OF LANSING CHAPMAN, RUTHERFORD, N. J. 


Mr. Cuarman. Mr. Chairman and members of the committee, my 
name is Lansing Chapman, Iam the publisher of Medical Economics 
at Rutherford, N. J. My residence is in Saybrook, Conn. In these 
hearings, I speak for the controlled-circulation magazines that are 
members of National Business Publications, Inc., the largest associa- 
tion that represents the Business Press. A list of all the members 
of this association is provided for your complete information, 

I know you are pressed for time. I, therefore, will not prolong 
these hearings for one unnecessary moment. Frankly, Mr. Chairman 
and members of the committee, we are at a loss to know why section 
203 of the act of July 3, 1948, should be changed. We wonder a out 
the wisdom of dividing a group of business periodicals which are 
identical in purpese and character into two groups. It seems to us 
that such a segregation would further complicate the handling of these 
magazines by the Post Office Department. Would it not also add to 
the cost of handling ? 

Many members of this committee will recall that the prime purpose 
of section 203 of the act of July 3, 1948, was to simplify the handling 
of controlled-circulation publications by the Post Office. It was also 
designed to improve the postal service to such magazines by grouping 
them and hs indling them as a separate class of mail. It was clearly 
the intent of Congress to eliminate the 8-ounce- weight factor by 
grouping these periodicals into a separate class of mail and by giving 
them a single bulk-pound rate, regardless of whether they were “under 
or over 8 ounces in weight. 

Section 203 of the act of 1948 clearly defines requirements necessary 
for qualification under this section, establishes the rate and specifies 
the method of mailing. Furthermore, section 34.64 of the Postal 
Laws and Regulations has been in effect for 5 years and the Post Office 
has been operating satisfactorily under its provisions in handling con- 
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trolled circulation magazines. The business publishing industry has 
been functioning for the same period, in keeping with the interpreta- 
tions of section 34.64 which are, of course, derived from the intentions 
of Congress as stated by section 203 of the act of 1948. For your 
ready reference, there are copies of sections 203 and 34.64 attached 
to this statement. 

We, therefore, respectfully request the amendment of section 4 of 
H. R. 6052 to clarify the intention of Congress to have controlled-cir- 
culation publications considered as a separate class of mail and to 
assign to them a single bulk-pound rate, regardless of whether they 
weigh more or less than 8 ounces. A suggested amendment to accom- 
plish this purpose is attached to this statement for your consideration. 

As it now stands, section 4 of this bill would abandon the single 
rate for controlled-circulation publications; it would also abandon the 
only existing formula for periodical mail that prescribes a differential 
as regards editorial and advertising content. 

May we suggest to the committee that there is no periodical pub- 
lished today that comes closer to being a textbook than the highly 
specialized business magazine. Surely trade, technical, scientific, pro- 
fessional, industrial, marketing, and merchandising magazines are 
clearly within the concept of the original postal law. They are pri- 
mi: arily designed to bring about the dissemination of useful informa- 
tion and instruction for the education and advancement of their 
readers. 

This committee has always been eminently fair in its appraisal of 
our situation. The distinguished chairman has always been patient 
and understanding. The former chairman, who is the esteemed rank- 
ing minority member, has always been courteous and cooperative. 

We believe the members of this committee either know the story 
of controlled-circulation publications or will familiarize themselves 
with the background that is clearly evident in the recent voluminous 
record of committee hearings. We firmly believe that controlled- 
circulation publications have in the past and are now paying their 
own way. Therefore, our suggested amendment carries the 10 cents 
per pound rate that is pr esently i in effect. 

In conclusion, Mr. Chairman and members of the committee, we 
wish to thank you for your patience and courtesy and for the oppor- 
tunity you have given us to state our case. 

Mr. Murray. Mr. Chairman, for the benefit of the new members, 
T wish you would tell the story about the controlled-circulation publi- 
eations, what they are. 

Mr. Cuarpman. Mr. Murray, if I get started on it, it will take quite 
a bit of time. 

The first controlled-circulation publication was originated in 1911. 
The name of the publication was Oral Hygiene. It was the hiatus 
for about 7 or 8 years and then the second or third and fourth came 
in. The publication I now publish ce ame in 1923 and from that time 
on it has Set a steady development. Today there are about 300 of 
these publications. They serve practic ally every industry, every trade 
and every profession. 

The Crramnan. Is this true, they are industrial and trade papers? 

Mr. Cuarman. That is right. 

The Cuatrman. Magazines for which people do not subscribe ? 

Mr. Cuapman. That is right. 
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Mr. Murray. Tell us what you mean by controlled circulation. 

Mr. Cuairnman. Controlled circulation means that circulation is con- 
trolled by the publisher. 

Mr. Davis. I want to get in on what Mr. Rees has said before he 
gets on this other. 

Mr. Rees said this, that they were controlled circulations dealing 
with industry and particular subjects. Do they not have news- 
papers which come under this classification, also; weekly newspapers ¢ 

Mr. Cuapman. I am sorry, I cannot answer that question, I think 
they might qualify if they could answer the definition that the Post 
Office set up in 34.64. 

Mr. Murray. They are all trade magazines, are they not ¢ 

Mr. Cuarman. Yes, sir. 

Mr. Davis. What classification then do these weekly newspapers 
come under which do not have subscription lists but which have a 
list to which they send their circulation free ? 

Mr. Crapman. This would be a matter for the Post Office, but 
my guess would be that if they had 25 percent reading matter or 
text that could qualify or such as legitimate reading matter or text, 
at least 25 percent they might qualify. I say might because I am not 
sure, 

Mr. Davis. I know of two in my district which do qualify. 

Mr. Gross. Will the gentleman from Tennessee yield ? Qualify as 
to what, if they have 25 percent ? 

Mr. Cuapman. The interpretation of the postal regulation 34.64 
sets up—you will find it here ; is the second exhibit. 

Mr. Gross. Qualify for controlled circulation with 25 percent. ad- 
vertising or less? 

Mr. Cuapman. Twenty-five percent of legitimate text or more 
qualifies as controlled circulation. 

Mr. Gross. Will the gentleman from Tennessee yield further? 

Mr. Murray. Yes. 

Mr. Gross. Under what classification do these publications come ? 
There are a few in my district, shoppers’ guides, which carry all 
advertising, no reading matter. 

Mr. CuarMan. I cannot answer that because that is out of my 
field. 

Mr. Murray. I think the postal regulation 34.64 explains about 
controlled publications. 

Mr. Cuarman. Mr. Murray, to my knowledge, that is the only defi- 
nition of controlled-circulation public ations in existence. 

The Cuarmrman. Are there other questions from the right? 

Mr. Dowpy. Somebody was asking a man who was publishing a 
child’s magazine last night or yesterdi ay morning—time sort of runs 
together on me—but anyway, they were trying to get his company 
to send free copies once a year under controlled “publication. 

Mr. Cuarman, He cannot do it. 

Mr. Dowpy. I was trying to figure out how he might do it. That 
was a suggestion made by some “of the committee members to him. 
I wanted to look at that law. I figured if it was possible to do that, 
there would be a lot of them doing it. 

Mr. Davis. Were you here at our session last night ? 

Mr. CuarmMan. Yes, sir. 
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Mr. Davis. Did you hear the question which I asked Mr. Walsh, I 
believe it was, about the returns from the revenue from these con- 
trolled publications? 

Mr. CuarMan. Yes, sir. 

Mr. Davis. Does that correspond with the information which you 
ave ¢ 

Mr. Cuapman. I did not hear very well what Mr. Walsh said. 

Mr. Davis. I understood him to say that the revenues from this 
class of publication was six-hundred-and-some-odd-thousand dollars 
per year. 

Mr. Cuarman. That is right. My recollection is about $640,000. 
That is for the 8 ounces, under 8 ounces. 

The Cuarmman. Thank you, Mr. Chapman. 

Mr. Creretta. I have one question. Are you going up to Con- 
necticut now ? 

Mr. Cuapman. Yes. 

Mr. Crereita. Will you give it my love when you get there? 

Mr. Cuarman. I am taking the 12 o’clock train. 

Mr. Crerenia. And tell them I am earning my salary. 

The CHairman. Mr. Hecht, publisher of Parents’ Magazine, of New 


York City. 


STATEMENT OF GEORGE J. HECHT, PRESIDENT OF PARENTS’ INSTI- 
TUTE, INC., PUBLISHERS OF PARENTS’ MAGAZINE, CHILDREN’S 
DIGEST, HUMPTY DUMPTY, AND OTHER MAGAZINES FOR 
CHILDREN 


Mr. Hecut. My name is George J. Hecht, and I am president of 
The Parents’ Institute, Inc., of New York City. The Institute pub- 
lishes Parents’ Magazine, a monthly magazine dealing with the rear- 
ing of children, which has a circulation of more than 1,500,000. We 
also publish six magazines for children of various ages, among them 
Children’s Digest and Humpty Dumpty. We do not publish comic 
magazines for children. 

The proposed increase in postage called for in H. R. 6052 would 
cost our company, as closely as I can calculate, $201,000 a year. This 
is how it breaks down: 

First-class postage to be increased by one-third, $43,000 ; 

Second-class postage to be increased by 42 percent, $139,000; 

Third-class mail to be increased about 20 percent over and above 
the previous increases, $8,000 ; 

Fourth-class mail, $11,000. 

A total additional cost of $201,000. 

Two hundred and one thousand dollars is 70 percent of what our 
company expects to make before taxes in its current fiscal year. And 
our current year is the biggest year we have ever had in our 27 years 
of publishing, in many of which we were in the read, and in a great 
many of which we were only a little better than breaking even. If 
this bill should be enacted, we would certainly be forced to discontinue 
perhaps as many as 8 or 4 of our magazines for children which would 
be badly in the red if we had to pay the proposed increase in second- 
class postage. 

Mr. Davis. Mr. Chairman, I do not see a copy of his statement here. 
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Mr. Hecur. I have extra copies. I sent them through the mail. 
They were mailed on Monday of this week, Tuesday at the latest. 

Mr. Murray. Were they mailed to individual members of the com- 
mittee ? 

Mr. Hecnr. No, sir, I think it was addressed to Mr. Rees. 

Mr. Murray. They are here all right. 

Mr. Cuarman. Furthermore, the margin in the publication even of 
Parents’ Magazine is very slim. With the imomed / increases in postal 
rates and as little as 4 percent drop in our current high advertising 
volume, Parents’ Magazine itself would be in the red. 

We cannot pass on increased postal rates either to our subscribers 
or to our advertisers. We have already increased the price of our 
magazines from 25 to 35 cents, and we could not go any higher 
than 35 cents because people would simply not buy them at higher 
prices. Our advertising rates have been increased steadily and we 
feel that we cannot increase them any more because magazine adver- 
tising rates have to be competitive with newspaper advertising rates, 
and newspapers are for the most part not distributed by mail and 
many of them would not be cuitentabices affected by the proposed postal 
increases. And more important, magazine advertising rates have to 
be competitive with radio and television rates which are not affected 
at all by postal rate increases. 

There are more than 12,000 magazines that are distributed by sec- 
ond-class mail. And a vast majority of them are small publications, 
many of which, like our magazines for children, and possibly also 
Parents’ magazine, would probably be put out of business if the pro- 
posed incre: ses in postage rates are enacted. To give you an idea of 
the number of small public ations that will be seriously affected by 
such legislation, I show you a copy of this 1,499-page Directory of 
Newspapers and Periodicals, published by N. W. Ayer & Sons. Many 
magazines whose contributions to American life are exceptionally 
important will have to close up shop. 

Mr. Creretia. On what do you base that statement? 

Mr. Hecut. On my own experience and on a survey made by the 
Small Magazine Publishers Association about a year ago which 
showed that about a third of the small magazines were already in the 
red and about a third of them were just about breaking even, and 
only about a third or 40 percent of them were making a profit. So that 
an awful lot of small magazines are either now in the red or just on 
the break-even basis of the present rate of postage. I know some of 
my small magazines—— 

‘Mr. Crerecta. They want to stay in business on a subsidy ? 

Mr. Hecur. We do not consider it a subsidy. 

Mr. Crerecta. They want to stay in business on the difference be- 
tween the proposed postal rates and what they are now paying. 

Mr. Hecur. I think our company’s publications are currently pay- 
ing their own way, as I will point out in my testimony, why I think 
the cost-ascertainment report is completely wrong. 

Mr. Crereitia. The only basis between their staying in business and 
going out of business is the postage they may have to pay 4 

Mr. Hecur. That may be the straw that may break the camel’s 
back in the case of the small magazines. The big magazines may 
probably stand the increase. 
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Mr. Creretia. You are just giving us generalities, 

Mr. Hecur. I am giving you figures on my own company. 

Mr. Crerecta. Whatever things you are talking about as to other 
concerns are just generalities. 

Mr. Hecwr. No, sir; because I saw the survey made by J. K. Lasser 
& Co., certified public accountants, in which they got reports from 
over 200 of the smaller magazines. We sent the report on our smaller 
magazine. I saw the report as to how many of them were already in 
the red and how many of them were just about breaking even. I 
know how much the bill proposing 42-percent increase in postal rates 
will affect them. 

Mr. Bouron. What ratio does your mailing cost have to your 
overall cost? 

Mr. Hecrrr. I do not have the exact figures, but next to printing 
and paper and labor, it is the biggest single item. 

Mr. Borron. Would you say it is over 5 percent, sir? 

Mr. Hrent. Yes, 514 percent. 

Mr. Bourton. Thank you. 

Mr. Creretta. May I interrupt for just one more question at this 
point? 

Another reason I say you are indulging in generalities: Your state- 
ment is, “We cannot raise our price, because people would just not 
pay.” Now, that is a generality. On what do you base or justify 
that statement? 

Mr. Hecnt. Our magazines all sell at 35 cents. 

Mr. Creret.a. You did raise it from 25 to 35% 

Mr. Hecnr. Yes. 

Mr. Creretia. What resistance was there to the sale price? 

Mr. Hecnr. There was considerable resistance. 

Mr. Creretia. What, in figures and percentages? 

Mr. Hecur. I do not have them here. 

Mr. Creretu,. That is why I say you are dealing in generalities. 

Mr. Hecur. No; I am not giving you generalities. We made some 
studies as to whether we could sell magazines at a higher price than 
3) cents 

Mr. Crerevta. Do you have any figures to show the resistance to 
a price raise between 25 and 35 cents? I mean statistically and not 
in generalities. 

Mr. Hercur. I do not have them here. 

Mr. Creretia. Your statement that you cannot raise your price 
now because people would not pay is another generality. 

Mr. Hecnr. There are virtually no magazines on the stand that 
sell for more than 35 cents. Our children’s magazines are competing 
against comic magazines that sell all over the United States by the 
million at 10 cents. We are getting 35 cents for ours. We can’t 
charge any more than 35 cents. 

Mr. Murray. I will say one thing to Mr. Hecht. You appeared 
before this committee on previous occasions 2 or 3 times protesting 
any increase in second-class mail and you have been consistent in 
picturing the same calamitous situation. 

Mr. Hecnur. Mr. Murray, I approved the three 10-percent raises 
that were passed in the last bill. I thought they were reasonable, 
they were spaced a year apart. We knew in advance, I mean we 
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had a certain amount of advance notice they were coming, and on 
a 10-percent-per-year basis we could adjust our business accordingly. 
But the proposed 42-percent increase on such short notice we cannot 
possibly adjust to. We have long-term subscriptions on our books 
sold for 2 or 3 years at current rates and we just cannot ote We 
would have to discontinue some of our smaller magazines. Parents’ 
magazine I think would survive. 

Mr. Creretta. How many subscriptions do you have for long range 
at the present time ¢ 

Mr. Hecur. Probably more than half. I cannot give you the actual 
figures. I should say we will have over half. 

Mr. Creretia. You have no statistics here of any kind to justify 
any opposition or resistance. 

Mr. Hecur. I am pretty familiar with my business. I can tell you 
more than half. Does it make any difference whether it is 55 or 60 
percent? We have more than half that are long-range subscriptions. 

Mr. Murray. You say that you approved the 30-percent increase 
in second-class mail imposed by Congress ¢ 

Mr. Hecur. The three 10-percent increases. 

Mr. Murray. Did you make that statement before this committee ? 

Mr. Hecur. Yes; I did. As I remember, I did. At one time I 
testified before the committee when there was proposed a 100-percent 
increase. That was the original bill, as I remember it, and that 100- 
percent increase would have just been disastrous. 

Mr. Murray. So you proposed a 30-percent increase instead in 
your testimony before this committee / 

Mr. Hecirr. I was testifying to a bill which was introduced for : 
100-percent increase. That is the way the bill was originally written 
and which I protested. I think that bill was amended or changed } 
the committee itself toward the very end, I think that was done in 
executive session after I had testified. But when I testified, as I 
remember it now, it was proposed to increase postal rates 100 percent. 

Mr. Murray. That was the recommendation of the Postmaster 
General. 

Mr. Hecnr. That was in the bill, as I remember. 

Mr. Murray. That is correct, and the bill was sent down by the 
Postmaster General. 

Mr. Hecut. Yes; that was in the bill, and that is what I testified to, 

Mr. Murray. This committee voted an increase of 60 percent, 20 
percent a year over 3 years. The House reduced it to 30 percent, 10 
percent over » years. 

Mr. Hecur. I thought 10 percent over 3 years was a reasonable 
raise that we could absorb. 

The proposed bill, H. R. 6052, is also discriminatory. It proposes 
for example, to increase the postage rates of Parents’ magazine by 
42 percent over and above 2 recent jumps at 10 percent, and yet the 
postal rate of the National Parent-Teac nee magazine, a circulation 
competitor of ours, is not being increased at all because it happens 
to be published by a nonprofit org alain: This bill contains dis- 
crimination against many publicati ions issued by business corporations, 
while favoring very similar publications put out by nonprofit organ- 
izations which are exempt from any increase under this bill and which 
were exempt from the two previous increases in rates in the previous 
postal bill. 
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The bill also discriminates against small magazines which are sold 
largely by subscription. Parents’ magazine, for instance, is 97 percent 
sold by subscription. Relatively few copies are sold on the news- 
stand. The magazines with big newsstand sales can and will stop 
sending a lot of the newsstand copies to news distributors and dealers 
by mail and ship them instead by freight or truck. And this loss of 
revenue by the post oflice will make the deficit from second-class postage 
even greater. But Parents’ magazine and most of the small magazines 

cannot do this because they are predominantly sold by subscription. 

I can tell you as a businessman that the proposed increase in second- 
class rates wil] be bad business for the United States Government. 
If sbttind chaiielnicnta de rates are increased as proposed, it will not yield 
the Government anywhere near the expected $19 million. Most of 
this will come out of the profits of the big publishers—profits on 
which they are now paying 52-percent corporate-income tax. And so, 
at the very best, the Governme “nt would get only 48 percent more net 
revenue or a little over $9 million. C onsidering the tremendous deficit 
of the Post Office Department, i is it worthwhile for a possible $9 million 
to drive thousands of useful, smaller magazines out of business? 
Furthermore it will cause a lot of magazine publishers who now deliver 
their newsstand magazines by mail to switch to express, truck, and 
freight delivery. The proposed second-class-rate increase will not 
appreciably decrease, if at all, the deficit of the post office. If this 
deficit is to be eliminated, there is only one way to do it, through 
increases in first-class mail. 

I personally am not an expert accountant, although I am reputed 
to know more than most businessmen about accounting. I have two 
certified public accountants in my organization who advised me that 
the accounting principles used in the cost-ascertainment report of the 
Post Office Department cannot properly be used as a basis for de- 
termining postal rates. This is because the report prorates to each 
class of mail the total cost of carrying that mail, but totally disre- 
gards the fact that the basic function of the post office is to deliver 
letters, first-class niail, and that basie cost should first be ascribed to 
first-class mail. 

We have post offices in every small town and hamlet to sell stamps 
and collect and distribute mail. Such post offices are not needed at 
all for the distribution of magazines. Magazines could be delivered 
much more economically by truck, as are express packages, from a 
relatively few distributing centers. The correct way to calculate the 
cost of magazine distribution is to calculate the extra expenses that 
the distribution of these magazines cost the post office over and above 
the cost of delivery of first-class mail. If this were calculated for 
the magazines that carry advertising which pay higher zone rates of 
postage for their advertising content, the post office would find that 
these magazines are already more than paying their wa 

The present figures used by the Post Office Department are also 
misleading, in fact wrong, because they include in their costs for 
second-class mail the tremendous cost of distributing church bulle- 
tains and educational and religious magazines and other magazines 
issued by nonprofit organizations, publications that weigh every little 
and therefore pay little postage, but which are equally expensive to 
deliver. These religious periodicals and magazines issued by non- 
profit organizations are exempt in the bill from rate increases and 
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they were also exempt in the last postal-rate increase. According to 
the Post Office Department’s accounting, magazines published by busi- 
ness companies are being charged in “the cost-ascertainment report 
with the deficit resulting from the distribution of religious and other 
nonprofit periodicals. 

if the Post Office Department would tell us how much they would 
save if they did not have to handle at all any magazines which carry 
advertising and which are subject to the higher zone rates of second- 
class matter, then it would be easy to point out to you how fallacious 
the present cost-ascertainment report is. I am confident in my asser- 
tion that their savings in cost from not handling such magazines with 
advertising would be considerably less than these magazines pay in 
postage rates now, even without the proposed 42-percent increase. 

A committee of the United States Senate under Senator Carlson 
is now making a thorough study of the Post Office rate structure and 
its cost-accounting system. Such a thorough and i impartial study has 
not been made for more than 100 years. This report is due to be pre 
sented to Congress early in 1954. It is only good sense to wait until 
this report is submitted before dec ‘iding on a second-class postal-rate 
increase that will come pretty near wrecking the entire periodical 
industry of America. Another 10-percent increase in second-class 
rates is going into effect in 1954 anyway, even if this bill is not passed 
at this session of Congress. 

Prosperity in America depends upon an educated citizenry. Our 
schools educate most of our people only up to 16 and 17 years of age, 
and a large proportion of children leave school at 12 years of age. 
Adults need continued education and information. The fine American 
magazines are doing this needed adult education job. If they are 
forced out of business by increased postal rates, the Government 
would have to take over the job of disseminating information and con- 
tinuing adult education, and this might as well be the beginning of 
the governmental dissemination of information as it is in Russia and 
as it was in Nazi Germany. 

Mr. Davis. I would like to ask the gentleman a question there. 

The Cnatrrman. Judge Davis. 

Mr. Davis. Do you know how many paid employees this Govern- 
ment has now that are engaged in disseminating information of one 
kind or another or propaganda of one kind or another? 

Mr. Hecnur. I think there are a considerable number overseas. I 
do not believe there are so many within the United States. There is 
a certain amount of educational work going on among farmers and a 
lot of educational work done by the Agricultural Department. 

Mr. Davis. I saw the figure of 47,000, which was used recently in 
that connection. I was just wondering if you had any information on 
the number. 

Mr. Hecur. I know the overseas United States Information Office 
is well staffed, but I do not believe there are many thousands of public- 
information offices for dissemination within the United States. 

Mr. Murray. Have any of your magazines been discontinued since 
Congress approved the 30-percent increase over a period of 3 years? 

Mr. Hecut. We have discontinued a number of magazines over the 
years. 

Mr. Murray. I am talking about since this postal rate went into 
effect. 
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Mr. Hecutr. No. A gradual increase in rates when we know it in 
advance we can usually adjust to. This 10-perecent increase was 
announced well in advance and we took steps to adjust to it, but we 
have discontinued magazines as a result of increase in cost, yes. 

Mr. Murray. But you have not discontinued them since this last 
postal-rate bill was passed ¢ 

Mr. Hecwr. It only went into effect about 15 months ago. April 
1952 is the first time that the postal rates went up. 

Mr. Murray. There has been an increase of 20 percent so far. 

Mr. Hecur. Yes, the second 20 percent was only 3 months ago. 

Mr. Mourray. You say you approved the 30-percent increase ‘ 

Mr. Hecnr. Yes, I did. 

Mr. Murray. In your testimony before the committee on that legis- 
lation prior to enactment of the 30-percent increase you said—— 

Mr. Hecur. I thought 30 percent over 3 years was fair. 

Mr. Murray. You say: 

That an increase in second-class postal rates of 25 percent if spread over 
8 years, that is, 10 percent the first year, 10 percent the second year, and 5 
percent the third year, would be a terrific burden. Even this increase might 
force us to discontinue some of our smaller magazines. 

Mr. Hecnr. I think I went on to say I would take it. That was 
proposed as an alternate to the 100-percent increase asked by the 
Post Office Department. I suggested a 25-percent compromise which 
1 thought we could take, and I gladly accepted the 30-percent com- 
promise. I have just one more paragraph in my statement. 

Our American democracy cannot function without an informed citi- 
zenry. Business needs its trade papers. Mothers need magazines like 
Parents’ magazine and magazines on homemaking. Children need 
magazines such as we and others publish. Professional men need 
their professional journals. The very future of American prosperity 
is at stake in the proposed disastrous increases in second-class postal 
rates which will just about wreck the periodical publishing industry. 

The Cuarrman. Mr. Moss will inquire. 

Mr. Moss. Mr. Hecht, I do not blame you for appearing in opposi- 
tion. If I were in your shoes as a businessman, I would protest any 
increase in cost whether for rent or any other factor that might send 
up the cost and bring down the profit. So I do not think that is an 
unusual thing to expect from you. 

Mr. Hecur. This is a 42-percent increase on a few months’ notice. 

Mr. Moss. I do disagree with some of the conclusions you have 
drawn. You refer here to the postal system in Canada. Do you 
know whether or not that operates at a profit ¢ ¢ 

Mr. Hecnr. I do not know whether it makes a profit, but I under- 
stand there is no considerable deficit. They have 4-cent postage rates 
for letters and they have a lower second-class-mail rate than we have 
here, and yet there is no deficit. 

Mr. Moss. I believe they operate a telegraph system and carry on 
other activities oy h are not handled here by the Post Office. 

Mr. Hecur. I understood that the post-office operation in Canada 
does not show a loss. But that is hearsay evidence. 

Mr. Moss. How about Mexico? 

Mr. Hecnr. I omitted that from my testimony but I went down 
at the request of the State Department a number of years ago to start 
a magazne in Mexico that the Nelson Rockefeller Commission on 
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Inter-American Relations wanted to have established. I found out 
that they are so much interested in adult education down there that 
they carry magazines after the first year of publication without any 
charge whatsoever, free of all postage, as a means of adult education. 
I am not advocating that here, but I am just suggesting that in 
Mexico they see the adult education advantage of magazines. 

Mr. Moss. In the last paragraph you make quite a stirring plea for 
maintaining a system of allowing the people to receive as much in- 
formation as they possibly can. But over in the middle of your 
testimony, I believe on page 5, you mention that we could approve 
additionally the recommended increases on first class and practically 
wipe out the deficit. You are making the suggestion. What basis 
would you use to say that it is equitable and fair to put on the first- 
class user all of these services which you in your testimony through- 
out recognized as being services rather than on the general taxpaying 
pub lic ? 

Mr. Hecur. I am not advocating that. I only said if the Post 
Office Department and if Congress thinks the Post Office Department 
should operate without a deficit, that is the only practical way to do 
it. But I do not think the Post Office Department needs to balance 
its budget any more than the Department of Agriculture needs to 
balance its budget or the Department of the Interior that operates 
the parks needs to balance its budget. 

Mr. Moss. I will agree with you on that. 

Mr. Hecnr. I just said that is the only practical way because that 
is the only way you can raise revenues for that. 

Mr. Moss. Practical but not equitable. 

Mr. Hecur. I did not advocate it. I said that is the only prac- 
tical way to do it if you wanted to do it. 

Mr. Moss. You said on page 5, “Such post offices are not needed at 
all for the distribution of magazines.” That is rather a broad state 
ment. 

Mr. Hecnr. Tests have been made in certain counties that if the 
distribution of magazines were made from certain more limited num 
bers of distributing centers, the cost would be reduced. For example, 
in Philadelphia I understand that the parcel-delivery service operates 
in the suburbs of Philadelphia for something like six distributing 
areas. 

Mr. Moss. That is distribution on a mass basis. How about the 

specific delivery of each copy to the final subscriber? You have to 
have the postal facilities to get it there, do you not ? 

Mr. Hecnr. But that is chargeable; you are going to need those 
postmen to deliver first-class letters. 

Mr. Moss. You need them to deliver second class as well as the 
first class, too, do you not? 

Mr. Hecut. I am just talking about the cost of second-class de 
livery. I do not know anything about the economics of the first class. 
Mr. Moss. I think you should make your case on second class. 
Mr. Hecnr. I said in the delivery of magazines not as many dis 
tributing centers were needed as are now being used by the Post Offic re 5 
it would be much more economical to distribute those magazines in 

just a limited number of centers. 
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Mr. Moss. They still have to get into the towns and into the in- 
dividual mailboxes, though, do they not? How will you bypass that 
operation / 

Mr. Hecnut. I am talking about the trucking of magazines, if maga- 
zines were delivered alone. 

Mr. Moss. You cannot divorce the final distribution from the in- 
termediate distribution, if you are going to has a postal system. 

Mr. Hecut. The way I think cost accounting should be done is the 
magazine should be charged for the extra cost of delivering the 
magazines, 

Mr. Moss. In your plan do you allocate to the Parents’ magazine 
the cost of your printing establishment and let the others take a free 
ride? 

Mr. Hecnt. We only charge to the other magazines the extra cost 
of publication of them. We do not have our own printing plant. 
We buy our printing from independent printers. 

Mr. Moss. You want those other magazines to stand on their own in 
your accounting, or you are going to discontinue them ! ¢ 

Mr. Hecur. If they took a proportionate part of the overhead, they 
would never have been started and would be in the red. It is only 
because we can add these magazines without increasing our overhead 
substantially that we are able to do that. 

Mr. Moss. Do they carry advertising ? 

Mr. Hecur. No. 

Mr. Moss. If they did, you would still put your advertising rates 
on the basis of real cost to you, would you not # 

Mr. Hecnr. Advertising rates are not figured on the basis of cost. 
Advertising rates are figured on what you can sell the space at, and 
competitive conditions. You get as much as you think you can get. 

Mr. Moss. Whenever there has been an increase in advertising rates 
out my way, they always say it is because of cost. 

The Cuamman. Judge Davis? 

Mr. Davis. I do not believe I have any questions. 

The CHatrman. Mr. Gross? 

Mr. Gross. I have one question. I note from your testimony that 
you say: 

I found out after the first year of publication the Mexican Government dis- 
tributes magazines without any postage charge at all. 

Is there any other free postal service in Mexico? 

Mr. Hecurt. I went down there for the purpose of finding about 
magazine publishing. That is what I was told at the time. I do not 
even know if that is true today. That was a number of years ago 
when I went down there to investigate magazine publication at the 
ae of the United States State Department. 

Mr. Gross. I would be interested to know if you have any informa- 
tion as to whether there are free postal services in the countries that 
we are subsidizing through foreign aid ? 

Mr. Hecur. No; as far as I know, the Mexican-Government only 
gives free postage to mi agazines and not any other means of adult 
education. They do not give free postage the first year. The rea- 
son for that is that they do not want any fly-by-night publications 
started. They charge them postage the first year and then they give 
them free postage after the first year 





POSTAL-RATE REVISION 589 


Mr. Gross. If the gentleman can give me any reliable information 
as to how much we are subsidizing postal services in foreign countries 
through foreign aid giveaway schemes, I will be indebted to him. 

Mr. Hecur. I just came back from a trip around the world and I 
have not heard of any foreign country that does that other than 
Mexico. 

Mr. Gross. Were you in London? Do you happen to know how 
many deliveries per day there are in downtown London? 

Mr. Hecur. I am told that the postal service in London is a great 
deal more efficient than the service in the United States. I have 
that from people I have talked to in London. 

Mr. Gross. Vet with the greatest of ease we give them hundreds 
of millions and billions through the years. 

Mr. Hecur. I do not think we give it to them through their postal 
service. 

Mr. Gross. It indirectly subsidizes their postal service, it cannot 
help but do that. We deny people service in this country because we 
say we are running up deficits, and we take away mail deliveries. But 
we indirectly keep the mail going for the British and others. 

Mr. Hecur. I did not come prepared to discuss foreign subsidies. 

Mr. Hacen. I have a question. 

The Cuatrman. Mr. Hagen. 

Mr. Hacen. On page 2 of your testimony you indicate that many 
magazines whose contribution to American education is exception- 
ally important will have to close up shop. You make the definite state- 
ment that many magazines in the country will have to close up shop if 
this drastic postal rate increase, 42 percent or more in many cases, 
does go into effect. Is that right? 

Mr. Hecur. Costs have risen so much that many magazines are on 
the ragged edge now. Recently a magazine with more than 1,100,000 
circulation, Quick magazine, had to go out of business because of in- 
creasing cost and there are a lot of worthwhile magazines that are 
just on the edge, magazines like Harpers and Atlantic Monthly. 

Mr. Hagen. Is it also a fact that the publishing industry as a whole 
is the lowest net-income type of industry in America, it is on the lower 
level of a list of 20 major industries? Is this correct to say, and is it 
less than 3 percent net profit ¢ 

Mr. Hecut. Something like that. I know it is one of the lowest. 

Mr. Hacen. We all know there are thousands of small businesses in 
the United States which close shop every month of the year. There 
are many thousands which close wp during the year. So small maga 
zines, small publishing houses and small newspapers are already on 
the ragged edge, and they are in an industry which is on the ragged 
edge financially as a whole. There are some outstanding exceptions in 
the publishing business, of course, but as a whole they are in the 
lower net-income bracket ; is that correct ? 

Mr. Hecur. Yes. 

Mr. Hagen. Let me point out another observation. Your magazine 
is sold by subscription to the extent of 97 percent of its circulation ‘ 

Mr. Hecnr. Yes. 

Mr. Hagen. So your magazine and many thousands of others, small 
magazines and newspapers, periodicals throughout the country, which 
use the mails to a greater degree than the largest periodicals, will suffer 
the greatest impact under this postal increase; is that right? 
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Mr. Hecnr. Yes. 

Mr. Hagen. You mean that the small magazines, if inflicted with 
this drastic rate increase, cannot stay in business and if they do stay 
in business they will have to use other methods of distribution if they 

‘an find them? Those who can find them more readily are the large 
ones, as indicated in the case of Philadelphia, where a large 
group of big publishers work together and operate their own delivery 
system, but the smaller periodicals and those which use the mail to 
almost 100 percent degree cannot get into that sort distribution 
picture or pattern because they only will have a few subscribers in each 
county or area. So there again it is the little fellow who has to 
shoulder the cost. The big fellow gets out to some degree because he 
can get it done in some other ways? 

Mr. Hecnr. Yes. 

Mr. Hacen. In the case of these magazines going out of business or 
using the mails to a lesser degree, the volume to the Post Office De- 
partment is less and logically the revenue would be less and, then, be- 
cause of the higher increased unit, their losses and deficit would 
be greater; the next year ae would come in for a higher increase 
again and then the next year. It would be the same story repeatedly, so 
it would be just a dog race “a year to year of higher rates, decreased 
revenue, decreased volume, request for higher rates, until eventually 
the magazine business and newspaper business of the small kind, the 
small people, the small publishers, would be driven out of business 
completely. 

Mr. Hecut. That is what I am afraid of, yes. 

Mr. Hagen. I am glad you mentioned in page 5 the fact that you 
have two certified public accountants. I presume they are reputable 
men of high character and ability. 

Mr. Hecur. Yes. 

The CuHamman. That is admitted. 

Mr. Hagen. If he would have them in his employment there, they 
are. Most of them are anyhow. I note that you report to us that 
these public accountants stated that the cost-ascertainment report of 
the Post Office Department cannot be properly used as a basis for 
determining rates, which is to support my similar contention a little 
while ago this morning. 

Now, I disagree, as Mr. Moss apparently has, with your statement on 
page 5 about small town or rural post offices not being needed at 
all for the distribution of magazines. They may not be needed 
for distribution of magazines, but they are needed for farm 
publications, newspapers, and furthermore they are needed because 
they are a direct public service to the people of that area. They sell 
United States savings bonds, they sell duck stamps, they register 
aliens, they provide flags for burial for deceased veterans and dozens 
of other public services, and they are part of the community and do 
render needed public services. 

Mr. Hecnr. I did not mean to say they arenot needed. I just 

said asa distr bu iting center for magazines they were not. 

Mr. Hacen. Thank you very much. 

Mr. CreTetta, Might I ask the witness a couple of questions? 

The CHatRMan, Yes. 

Mr. Creret. Mr. Hecht, on page 4 of your statement you say an 
increase in the rates will cause a lot of publishers who now deliver 
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their newsstand magazines by mail will switch to express, truck, and 
freight delivery. What is the objection to doing that? 

Mr. Hxecur. The post office will get less revenue. 

Mr. Creretsa. Is that your only concern ¢ 

Mr. Hecur. No. I am saying this will be the effect of this bill. 

Mr. Orereua. Is it not your concern, Mr. Hecht, getting away from 
your generalities again, that because of the increased cost by express, 
truck, or freight you would rather have the cheaper service that the 
mail service provides. That is the real answer ; is it not? 

Mr. Hecnr. | didn’t understand your question. 

Mr. Crerecta, That you are getting cheaper service by sending 
through the mail rather than by express, truck, and fre ight. 

Mr. Hecur. We are now in 

Mr. CretTeLLa. You can answer my question, “Yes” or “No.” 

Mr. Hecnrt. No, I can’t. 

For certain hauls the postal rates are now cheaper for newsstand 
copies, but if they were increased 42 percent they would no longer be 
cheaper and the freight and express would be cheap. 

Mr. Creretia. That does not reconcile with the testimony of other 
witnesses that have preceded you, who have said that if they have 
to resort to freight and express and truck the cost will go up. I 
just call that to your attention. 

Mr. Hecnt. My statement was based on if the cost went up 42 per- 
cent, then many publishers that have big newsstand distributors would 
take their newsstand copies out of the mail and use freight and truck 
for distribution which would be cheaper 

Mr. Creretta. Here is another thing you said, and that is that 
magazines are now on the ragged edge. 

Mr. Hecut. Many of them are. 

Mr. CrereLtL,. How many magazines are there now available for 
sale, to your knowledge or from the Ayer director y, that have increased 
in the last 10 years numerically / 

Mr. Hecur. That have increased what, the total number increase ? 

Mr. Crerevta. Yes. 

Mr. Hecut. Then I don’t know whether the total number has 
increased at all. I don’t know. 

Mr. Creretta. The fact is that whatever mail increases there have 
been, there has been an increase in the publications of magazines that 
have hit the stands; is that not correct ? 

Mr. Hecr. Yes, there probably has been an increase. 

Mr. Crerectta. You have the magazine, for instance, Quick. You 
are familiar with that. It had a competitor, Coronet, or Baronet, 
something of that nature. There is a dozen of those. It is the com- 
petition among the publishers themselves that causes a lot of their own 
grief; is it not? 

Mr. Hacer. The magazine industry on the whole is not a very 
profitable business. It makes a very small return on the money. 

Mr. Crerexa. Still there is an increasing number of them coming 
out every day. 

Mr. Hecur. A great many magazines are published as a public 
service and not to make money. I could mention to you any number 
of magazines that are sponsored by organizations and individuals 
for the purpose of disseminating infor mation and publishing worth- 
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while material, and many of the magazines in America are published 
by religious and nonprofit organizations and a good part of it is sec- 
ond class for them and you are not preparing to increase their postage 
rates at all. 

Mr. Hagen. Mr. Cretella, may I offer a contribution ? 

I know in the weekly-newspaper field, which I was in 20 years ago 
and before, but not within the last 20 years, there are many weekly 
newspapers which die every week someplace in the country and there 
are hundreds of them which have died every year for the last 20 
years or more. 

Years ago we had a newspaper in almost every little town of 
three, four, or five hundred people, but today it is an exception to 
have a newspaper in the town of 500, so the mortality has indeed been 
very heavy. 

Mr. Crereria. You canont blame that on the mail. 

Mr. Hacen. No. I said that just as a contribution to your question. 

Mr. Creretia. Their competition is a lot different now. 

I suppose 90 percent of the people in this room now heard that Sen- 
ator Tobey died this morning. I bet 90 percent of those got it on the 
radio, but you cannot blame that on the mail service. 

Mr. Hagen. I did not want to go into detail why. 

Mr. Crereiia, Let me just get through with Mr. Hecht. 

In the final analysis, Mr. Hecht, you wind up in effect by 
saying that if there should be a decrease in this magazine publication 
apparently this democracy of ours will go completely to pieces. 

Mr. Hecnr. I said that if the periodical industry is shattered in 
this country, the Government might have to take over the business 
of disseminating information. They might have to disseminate home- 
making information, agricultural] information, and all kinds of infor- 
mation that is now distributed by the magazines. 

Mr. Creretia. That is all. Thank you. 

The Cuarrman. Mr. Kreatschman said he had a short statement. 
We will not cut you off at all. We are taking you out of order on 
that account, if that is correct. 


STATEMENT OF A. E. KREATSCHMAN, SOUTH CAROLINA MILLS, 
SPARTANBURG, S. C., REPRESENTING R. L. LEIZEAR, VICE PRESI- 
DENT AND GENERAL MANAGER, SOUTH CAROLINA MILLS 


Mr. Kreatscnman. That is correct, sir. 

My name is A. E. Kreatschman. I represent the South Carolina 
Mills in the place of Mr. Richard Leizear, who was unable to attend 
today. 

(A letter from Mr. Leizear is as follows:) 


Hon. Epwarp H. Rees, 
Chairman, House Post Office and Civil Service Committee, 
Old House Office Building, Washington, D. C. ; 

My Dear Mr. Rees: Originally we were much disturbed by the proposed in- 
creases in parcel-post rates. Our feeling was that the increases were asked and 
being granted without too much consideration for the results to businesses similar 
to ours, 

The fact that this committee is in session and is willing to listen to the 
problems of small companies seriously affected by the increases, gives us some 
new encouragement. 
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Attached is a chart which graphically presents our problem. We ask your 
inspection and review. You can see what these proposed rates will mean to the 
future of our company and you can well imagine the problems of companies 
smaller than ours. 

We sincerely ask your indulgence and earnestly request that you give careful 
consideration to the disastrous results should these increases be granted at this 
time. 

Very truly yours, 

R. L. LErzear, 
Vice President, General Manager, South Carolina Mills. 


South Carolina Mills, mail order order division, Spartanburg, 8S. C.—Analysis of 
mailing costs versus sales and profits 


1950 | 1951 1952 1953 1954 


Number of catalogs circulated 4, 549, 677 |4, 691, 233 |4, 711,375 |4,820, 135 | 5, 000, 000 
Dollars spent, catalog postage $62,206 | $61,805 | $69,498 | | $74,000 | ' $110, 000 
Percentage, catalog postage to net sales 1,8 1.6 2.1 118 2.6 
Dollars spent, parcel-post customers orders $189, 220 211, 302 | $208, 599 '$279,000 | | $362 000 
Percent, parcel post to net sales... 5.4 5. 5 6.4 7.0 18.6 
Total dollars spent, all postage | $251, 426 273, 107 | $278, 097 |! $353, 000 | | $472, 000 
‘Total percent to sales, all postage . 7.2 7.1 8.5 8.8 111.2 


Net sales 3, 465, 000 2, ) |3, 288, 000 (4,000,000 | 4, 200, 000 
Dollars profit or loss 2 $29, 000 | 2 $1 3 $41, 000 | 4 $60, 000 | 4 $147, 000 
Percent profit or loss | 2.84 25 1.28 41. 50 | 43. 50 


1 Estimates based on proposed parcel-post and 3d-class increases 
? Profit. 

3 Loss, 

4 Loss (estimated). 


NotTe.—135 employees; annual payroll, $325,000 


Mr. KreatscHmMAN. My statement is necessarily brief, but it is fact 


and not generalities. I have included in my statement a record of the 
past 3 years of operation of South Carolina Mills at an estimated 1953 
and 1954 loss in our business as a result of the proposed increases in 
the third-class parcel post, which is the mailing of our catalogs. 

Similar to some of the other statements that have been made, we 
are faced with the possibility of perhaps going out of business with 
these proposed increases. We are not, like some of the larger mail- 
order business, capable of distributing our catalogs sectionally by a 
method, perhaps as Mr. Hecht mentioned, of trucks deliver: ing to a par- 
ticular area. We mail to all parts of the country, so we are necessarily 
faced with only that one means of income, by the hatte of our 

catalogs. 

We wanted to make a record of this fact and ask that the committee 
consider a further study of the increased rates before they are approved 
and passed on. 

Mr. Murray. What is the weight of your catalog. 

Mr. KrearscHmMan. Our catalog i is very small. 

Mr. Morray. It goes third class then ¢ 

Mr. Krearscuman It goes third class, yes. 

The CHairnman. You have spoken with respect to that item in the 
third-class mail, have you not? 

Mr. Krearscuman. That is right, sir. 

We, of course, also are concerned with the parcel post, but we have 
made an attempt to correct that. Formerly we paid postage to our 
customers. We are going to attempt in the fall issue of our catalog 

86316—53—vol. 2——-26 
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to get the customers to pay the postage. Of course, that is going to 
reflect a reduction in our business, but it is the only means of survival, 
We cannot compete with the Wards and Sears and the other large 
companies. 

We anticipate trying to overcome the third-class postage, unless we 
discontinue the m: ailing of our catalogs and perhaps go to direct adver- 
tising in newspapers which will again mean a loss in revenue. 

The CHairnman. We apprec iate your statement and we appreciate 
your efforts to come up here and express your v iews in regard to this 
matter. Weare glad to hear from you, sir, and we are happy that you 
were able to have come. 

Mr. Krearscuman. Thank you, sir. It is a privilege to have come. 

The CHarrMan. Are there any questions? ‘Thank you, very much. 

Mr. Davis. Mr. Chairman, I want to move that the committee ad- 
journ. I have a man from Valdosta, Ga., waiting in my office for me 
and I made the engagement 3 or 4 days ago. I have been to all these 
hearings. I want to hear all these witnesses. I think we have spent 
enough time here this morning for Saturday and I move we adjourn. 

The CHarrman. The committee will meet at 2 o’clock this after- 
noon. 

(Thereupon, the committee recessed at 12 noon, Saturday, July 25. 
1953, until 2 p. m., the same day.) 


AFTER RECESS 


The Cuainman. The committee will be in order. 
Mr. Godfrey Hammond, representing the Popular Science Monthly 


and Outdoor Life, New York City, is present. Mr. Hammond, you 
may proceed. 


STATEMENT OF GODFREY HAMMOND, POPULAR SCIENCE MONTHLY 
AND OUTDOOR LIFE, NEW YORK CITY 


Mr. Hammonp. I thank you. I cannot help but comment in open- 
ing I think it is wonderful the way you have been conducting these 
meetings, Mr. Rees. I have had a closeup of it in the last 2 days. 

The Caamman. You are very kind and generous in your statement. 

Mr. Hammonp. You have, I believe, on your desk our presentation. 
It is bulky in appearance, but do not be fooled by the piikinebe of it, 
because the bulk is made up of material from the Popular Science 
Monthly and Outdoor Life, and it is to illustrate certain points. I 
will try to skeletonize what I had planned to say. I think the greatest 
favor I can do to the committee is to make what I have to say very 
short. I wouldn’t attempt to read my brief. 

I would like to set this discussion in a larger context than the 
immediate problems of Popular Science and Outdoor Life if I may. 

On the way to Washington yesterday morning I saw that the House 
appropriated $718 million for the expense of running the Agriculture 
Department. I want tocomment on that. If it is Worth $7 18 million 
of the Government’s money to cultivate the land by the farmers, 
maybe it is worth $200 million to provide the periodic al press of this 
country with that much of what is called a deficit to cultivate the 
minds and inform the whole 150 million people of this country who 
benefit from the second-class rates. 
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Another point I would like to make is in the accompanying chart 
the magazine business is thought of as big business. Actually, accord- 
ing to figures from the Federal Trade Commission, out of the 23 
largest industries in this country, the magazine and printing industry 
is 19th and makes a profit of only 2.1 on the volume of business it does. 
The figures I quote are from the Federal Trade Commission and they 
are not in my brief. 

[ would like to go on to comment on an item in this morning’s 
paper that you gentlemen in the House passed a relief to the moving- 
picture industry of $100 million in removing the 20- percent amuse- 
ment tax. My comment on that is that there are in the United States, 
as I understand it, some 6,000 local exhibitors of moving pictures and 
theaters. That $100 million will benefit the whole movie industry, I 
presume, but I was interested in an item in this morning’s New York 
Times, a news item, and to quote one paragraph, they say, talking 
about this $100 million relief in taxes: 

Only the movie industry would benefit by the measure and movie patrons 
themselves do not stand to gain. 

I repeat that: 

Movie patrons themselves do not stand to gain. Most theaters plan to increase 
the prices of admission to cover the difference in the tax reduction and pocket 
the revenues. It is contended that in most cases this will mean the difference 
between profit and loss for the owners. 

That is $100 million. 

Mr. Bouron. Would the gentleman yield at that point. Do you feel 
that having moving pictures open affects generally the level of busi 
ness within the town / 

Mr. Hammonp. I am sure I don’t know. I have no opinion on that, 
sir. 

Mr. Borron. Just in view of the fact that the gentleman has raised 
the question, for the record I would merely like to state that in my 
district six theaters which were about to shut down were kept open 
in the red because of the interest in those theaters of the local merchants 
and of the unions in the area who felt the effect that the closing of 
those movie houses would have on the economic life of the community 
as a whole. 

Mr. Coxe. Will the gentleman yield ? 

Mr. Bouron. Yes. 

Mr. Corr. I have two small theaters in my district that had to resort 
to their popcorn concession in order to remain open. 

I would just like to say this: You referred a moment ago to agri- 
culture. Do you realize that agriculture is the biggest business in 
these United States and do you also realize that you would not be eat- 
ing if it were not for agriculture? 

Mr. Hammonp. I appreciate that. I am not questioning the size of 
the appropriatio n involved. The point I am trying to make is that 
if it is worth the taxpayer’s money, $718 million to maintain the farm 
ing industry of the country, is it not worth something, a considerable 
amount, to contribute toward, let us say, to the periodical industry, 
which contributes a great public service to this country in that it 
spreads information throughout the country ? 

Mr. Coxz. I do not believe the gentleman realizes the many, many 
branches to agriculture. You are giving an overall figure. 

Mr. Crerecta. Mr. Chairman, will the gentleman yield ? 
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Mr. Corr. Gladly, s'1 

Mr. Creretta. You started talking about postal rates here and you 
got into an article in this morning’s paper where you made reference 
to the moving-picture industry. I will go back to that for a moment. 
I happen to ‘be part owner of a moving-picture theater that had to 
close its doors and go out of business, apparently a little bit more than 
some of the publishe rs are talking about. 

The CuarMan. Tell us about the bill. 

Mr. Hammonp. I want to make the point that there are some 6,000 
exhibitors in the country, as I understand it. There are 25,000 pub- 
lishers of periodicals in this country, so as a group they represent far 
more people in the business than there are in the theater-owner busi- 
ness. 

Mr. Gurser. What was that? There are 25,000 publishers? 

Mr. Hammonpn. 25,000 publications that have second-class rates. 

Mr. Gupser. How many publishers? 

Mr. Hammonp. I don’t know. 

Mr. Gupser. About 2,400, is that not right ? 

I mean publishers of magazines. 

Mr. Hammonp. Sir, the second-class rates apply to 25,000 periodi- 
cals in this country. How many publishers publish them I don’t 
know. When we consider the number of individual publications of 
newspapers, smalltown weeklies, and all these other publications, there 
must = it is anybody’s guess—20,000 individual publishers. 

Mr. Gunser. Will you admit to me that you could probably find one 
magazine that has received a subsidy of a billion eight hundred million 
dollars maybe in the last 20 years? 

Mr. Hammonp. No. 

Mr. Gupser. Could you say that there is one magazine that receives 
better than a million dollars a year subsidy on second-class rates 4 

Mr. Hammonp. I am sure I don’t know. 

Mr. Gupser. I think you could find several of them, and I do not 
think you will find a moving-picture theater that received that much 
subsidy. 

The Cuamman. Tell us about the bill. 

Mr. Hammonp. One more comment, if I may, Mr. Rees. 

You talk about the theatrical business. I know through people who 
do business with one of the biggest investment counsel in this country 
that the several hundreds of accounts they have they never recommend 
stock in any of the publishing companies, including the biggest. That 
is the estimation of the value of publishing stock by people who make 
a professional job of that. 

I should think that a comparison—you talk about the big maga- 
zines—would be between the big magazines and big movie producers. 

Mr. Murray. Mr. Chairman, cannot we get the witness to discuss 
this bill? 

Mr. Hammonp. This is a continuation on my part of an appearance 
before this committee 4 years ago, and at that time what we were dis- 
cussing was an increase of tariff proposition as proposed by the Post 
Office Department. 

Afterward it was modified by this committee, and it was further 
modified by the House. At that time I had a chart—it is in your 
books, but I guess you can see it from here—on showing what the profit 
of our company was in relation to our sales, Popular Science Monthly 
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and Outdoor Lite. In 1947 we made 814 percent in relation to our 
sales volume. 

In 1948 this dropped to 514 percent. In 1949 it held at 514 percent. 
In 1950 it had dropped to 4.8 percent or 4.9 percent. In 1951 it had 
dropped to 3.8, and in 1952 it had dropped to 2.3 of our volume of 
busimess. 

If this bill in its present form goes through, we will drop to 2.3 
percent of profits. f said standing right here at this table that the 
kind of rates that were proposed by the Post Office then would be 
ruinous, and they were afterward modified, and we are still in busi- 
ness, but we wouldn't be still in business if the rates that had been 
proposed then had been put into effect. 

Mr. Bouron. Mr. Chairman, may I inquire at that point? 

The CHatrman. All right. 

Mr. Bowron. May L ask, sir, do you do your own printing ? 

Mr. Hammonp. No. We print by contract. 

Mr. Bouron. And your printing costs have gone up how much in 
that same period ¢ 

Mr. Hammonp. Would you say from 1947? 

Mr. Boron. In the same period covered by your statement or chart. 

Mr. Hammonp. I know that I have gone up maybe 24 or 30 percent. 

Mr. Bouton. Thank you. 

Mr. Hammonp. As I said before, the committee wisely modified the 
post office rates that were wanted and they were further reduced and 
we are in the process of absorbing this 30 percent over a period of 3 
years, 

We talk about the deficit of the Post Office Department. Although 
when we pin it down it comes bock to $200 million in the case of the 
second-class rates, when it appears in the newspapers and is talked 
about and referred to, too often it appears it is up to $752 million 
which I have seen. 

I think in fairness and justice to the periodical press of the country 
that the Post Office Department and anybody using those figures 
should take into consideration the amount of the deficit which is 
caused by the post office handling the Government mail, which is 
their duty and their right. 

However, they ought to consider that as part of their expense, the 
subsidy to the airlines, and the other items that enter into that 1: irge 
deficit, so that the public doesn’t carry the impression, as my friends 
do, that the figure is six or seven hundred thousand dollars. As to the 
matter of the $200 million, itself, I think that that is subject. and I 
certainly cannot enter into that debate, but on your cost-ascertainment 
figures there is a great deal of difference of opinion as to the fairness 
of the charges made that brings the deficit on second-class claimed by 
the post office to $200 million. 

However, there is a great deal of talk about the post office being 
operated as a business, operated efficiently. We believe we are going 
to get greater efficiency of operation under the present postal admin- 
istration. Businessmen have been selected. We would like to see those 
savings accomplished as fast as possible, but even after they are 
accomplished, the Post Office Department cannot be operated as. a 
business, the implication being operated for profit because the Post 
Office Department has to deliver a service to all the people of the 
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United States that no private enterprise which was operated for profit 
can, 

May I illustrate? There are as I understand it, some 42,000 post 
offices in the country. The number of those that would be required to 
handle second-class matter I don’t know, but so far as collecting 
second-class matter you certainly don’t need anything like 42,000 post 
offices. I would like to make a comparison of one of the most success- 
ful businesses in the country that does business through retail outlets 
and that is the Atlantic & Pacific Tea Co. They do business in some 
40 States and they do their business through 4,300 stores. In 1935, 
there were 14,000 A. & P. stores. Due to economic conditions and 
change in buying habits that has been cut down to 4,300 stores. Your 
Safeway markets which are in some 20 States operate through 2,100 
stores. 

J. C. Penney, one of the biggest chains in all 48 States, do their 
business through some 1,640 stores. So when we talk about the post 
office operating as a business and to wipe out the deficit by charging 
the mail users, I do not believe it is feasible or practical for the post 
office to charge enough for their services and to have their services 
used to take care of the expense of operating 42,000 outlets through- 
out the country. Therefore, we should, in my judgment, make a de- 
termination, this committee or any other group, as to how much the 
cost of operating the post office is for the public service and for the 
public welfare, and everything determined that, make allowances for 
the deficits which are not chargeable to the post-office operation in 
the sense that they are forced on them. I do not use that in the derog- 
atory way, but they are forced on them by circumstances, mail subsidy 
in carrying the Government mail. 

When all those factors are taken into consideration, particularly 
the determination of the importance in the dollar value, put a dollar 
mark on, the value of the Post Office Department service department, 
as a service department. Then when that is done, as I said 4 years 
ago, we would then be in a position to say: “All right, we will pay 
the second-class ratés that are recommended if we are given time to 
absorb them. We haven’t yet absorbed the second- class rates that 
started a year ago, last April 1.” 

Mr. Moss. I just wonder if you would tell us how you feel there is 
any relevancy between the number of branches that might be main- 
tained by a national chain and the number of offices maintained by the 
post office, in view of the fact that your magazine, I think, has a cir- 
culation of a million two hundred fifty thousand. How many copies 
of your magazine would you assume go into subseribers’ hands through 
a nonprofitable fourth- or third-class post office 4 

Mr. Hammonp. We have a half million subscribers and how they 
are divided up through the profitable and nonprofitable post offices, 
I don’t know. 

Mr. Moss. You boast of the fact that you have a good many rural 
readers. 

Mr. Hammonp. We have a share of them in the rural regions. 

Mr. Moss. It must tend to improve some of the post offices that are 
operating at a deficit. 

Mr. Hammonp. Yes. 

Mr. Moss. I think for that reason it would be highly impracticable 
to try to apply the rule of thumb of units a business might have. 
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I do not think that is indicative of even the potential profit. It is 
just a matter of policy determination by the business to locate a branch 
here with almost the certainty that they will make a profit, because 
the sy probably conduct extensive market sur veys before they determine 
the location of their stores. 

I think you are dead right on the determination of how much postal 
deficit results from service. Would you then after that determina 
tion allocate that cost to postal revenues, or general governmental 
revenues ¢ 

Mr. Hammonp. You mean the part of the post-office deficit that re 
mained after determination of the number of post offices that were 
hecessary ¢ 

Mr. Moss. The portion which represents the service to the public 
and should not be considered as part of the business operation of the 
post office. 

Mr. Hammonp. I think that should be the approach. It would 
depend on what the study determination showed. 

Mr. Moss. Would you allocate that cost to postal revenues, have it 
underwritten by postal revenues, or would you allocate it to general] 
government ¢ 

Mr. Hammonp. I haven’t any opinion on that. 

Mr. Moss. You only want it out of your second class ? 

Mr. Hammonp. It seems to me out of the postal deficit, second, 
third, and all other classes involved. 

Mr. Moss. ‘Then you would favor it coming out of general Govern- 
ment revenues rather than postal ? 

Mr. Hammonp. I should say so; yes. That summarizes what I 
have to say. 

Mr. Dowpy. I want to pursue a little bit further your idea of cut- 
ting out post offices. 

How many of those post offices would you cut out / 

Mr. Hammonp. I am sure that wouldn’t be my determination. 
That is why the ratemaking of the postal should have remained in the 
hands of Congress and not be surrendered to the Post Office 
Department. 

As to the number to be cut out, I don’t know. I do know that if it 
were and could be—of course, it can’t be—operated strictly as a busi- 
ness with each store or outlet or whatever you want to call it operat- 
ing on a profitable basis, or else being closed up as the chainstores do, 
80 or 90 percent of the post offices in this country presumably would 
be eliminated. 

Mr. Dowpy. While you were doing that a great deal of the rural 
population in this country would not have post office service. 

Mr. Hammonp. Yes. I am not recommending it. I am trying to 
make a parallel. 

Mr. Moss. At that point in determining whether a post office is 
paying its own way, at the present time we only give credit for 
revenues that originate in that post office. You say very little second 
class originates there. If we are going to be complete ly fair, should 
we not allocate some portion of the revenues from the larger post 
offices where second class originates in order to underwrite the cost 
of delivery for the small post office or on the small rural route? 

Mr. Hammonp. I presume some part would have to be allocated. 
That could be a complication that would have to be determined. 
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If it were just the delivery of second-class matter that was involved, 
certainly in your heavy populated areas it would be possible to deliver 
probably with far less retail outlets, let us call them. 

Mr. Moss. I am going to ask the Post Office Department for this 
information. However, out in my part of the country I am confident 
that the heaviest load on the rural carrier is mail other than first class. 

Mr. Hammonp. I don’t know how densely populated the part of the 
country is that you come from, sir, but we know that there are some 
counties where there may be only half a dozen distributing points for 
the whole county where there may be many, many more “post offices. 

Mr. Moss. Do you not think the average farmer receives a lot more 
mail than he sends out ? 

Mr. Hammonp. I presume he receives more. That would be my 
guess. I haven’t been a farmer for a good many years. 

Mr. Downy. I represent a rural area which has 12 counties and is 
probably the biggest east Texas district. One county I have has 8 
post offices and 6 of them are fourth-class. I do not know if the 
others are above third class or not. I do not remember. 

There are 132 post offices in my district and comparatively few of 
them are first class. A large portion of them are fourth and I suppose 
the most of the rest of them are third class. 

I have seen in my life, a little longer than it used to be, schools 
consolidated, all of them moved to the county seat, with school build- 
ings torn down, and when that happens the church building in the 
community is torn down. 

It destroys the community life and I think if we go to tearing up 
all the post offices you are absolutely going to ruin any community 
life we have left. I am not fussing with the proposition that has been 
recognized in this Government practically ever since we have had a 
Post Office Department; it is a public service and to the public good 
to distribute newspapers and magazines and that sort of thing at as low 
a rate as possible or feasible to do. However, I think, too, that there 
is a public duty or a public policy to promote family life and 
community life. “After all, our Nation was founded on that. It 
depends on those things if we are going to continue to have a great 
Nation. 

We cannot bring everything here to Washington and maybe run 
rural routes out of Washington throughout all the United States 
except the big town. 

Mr. Hammonp. You added to my argument the point that the local 
post office contributes very directly to ‘the, shall we call it, the social 
fabrication of American life. I hadn’t thought of it in those terms, 
but having come from a fairly small town some years ago myself, I 

can appreciate where it does actually function as a welder together 
locally as well as nationally through the distribution of magazines 
on which there is claimed to be considerable loss in their delivery. 

Mr. Dowvy. Some comments have been made here at various times— 
I do not know whether during these hearings or not—about the rela- 
tively small salaries that those postmasters in small offices draw; yet 
they are some of the most important people in their communities and 
they are proud of their jobs. 

Mr. HamMonp. There is one more point I would like to make. If 
we look at this deficit and look at what income might be expected from 
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an immediate increase on October 1 of the proposed postal rates, the 
increase would be 25 percent effective October 1 over the present rates. 
I believe something hke $40 to $45 million is the poseent ie of money 
that second-class postal users now pay the post office. A 25-percent 
increase would be $12 million annually, which for half a year, from 
October 1 to April 1 when there is a new rate going in effect on second- 
class matter, would be a $5 or $6 million increase to the Post Office 
Department, which we all recognize is a small item in relation to the 
total deficit that we have on the post oflice operation. 

In addition to that the users of second-class mail, or 25,000 of them 
that would be paying this additional rate, would be paying half of 
that out of tax money, so that the Government as a whole—of course, 
the Post Office Department is interested in their own particular prob- 
lem—and looking at it from the standpoint of you gentlemen who 
represent the whole interest of the country and of the Government, 
the net to the Government would be only $214 to $3 million to pass 
this second-class rate as of this time instead of as April 1 when we will 
have an increase of 10 percent and possibly more if that is the decision 
of Congress. 

Mr. Hagen. Mr. Hammond, in your testimony, I believe in the first 
part, indicated that the publishing business had a net profit after 
taxes of 2.1. Is that what you said? 

Mr. Hammonp. That is the printing and publishing business. 

Mr. Hagen. Is not that the fifth largest industry in the United 
States ¢ 

Mr. Hammonp. According to the figures that I had on this table it 
is the 19th largest. The petroleum refineries, according to the Federal 
Trade Commission—and this covers the fourth quarter of 1952, I 
might add, which incidentally is a very good quarter in the magazine 
publishing business—made 10.5 on the volume of business they did. 

Mr. Hagen. It is 19th in that list of industries? 

Mr. Hammonp. Yes. 

Mr. Hacen. However, I am talking about the size of the industry 
as a whole, the amount of business it does, the number of employees 
it has. As I recall it, some years ago a survey was made and it is my 
memory that printing and publishing is the fifth largest industry or 
business in America. 

Mr. Hammonp. I believe that is correct, sir, when you consider 
printing and publishing. 

Mr. Hagen. That is:‘no small business. 

Mr. Hammonp. It is a very big business. 

Mr. Hagen. So the printing and publishing industry in the country 
is opposed to this proposed mail-rate increase because, for at least 
one reason, their alleged net profit is only 2.1 which is the 19th lowest 
of the 20 largest businesses and industries of Americ a, is that right? 

Mr. Hammonp. That is correct. 

The Carman. Any other questions ? 

Mr. Withrow ? 

Mr. Wrrnrow. Yes. 

The CnHamman. Mr. Withrow. 

Mr. Wirnrow. Where do you get the figure $200 million loss in 
second class ¢ 

Mr. Hammonp. That is the figure I hear quoted repeatedly as being 
the deficit in handling second- class mail. 
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Mr. Wirurow. The Postal Department gives the figures of $240 
million for 1952, and then the increases that have gone into effect 
since that time reduced that to $232 million, so it is not $200 million. 
It is in reality $232 million. 

Mr. Downy. That is the figure we have been using, yes. 

Mr. Hammonp. The $232 million ? 

Mr. Dowpy. Yes. 

The Caarrman. Thank you, Mr. Hammond. 

Mr. Bovron. Mr. Chairman, may I ask my usual brief question ? 

The Cuarrman. Yes. 

Mr. Bouron. What percentage does your mailing cost bear to your 
overall] cost 

Mr. Hammonp. The cost of manufacturing and delivering a copy 
of Popular Science Monthly to a subscriber represents about 12 per- 
cent for the postage that we have to put on. 

The Cuarrman. I think he means the total cost of your operation. 
What is the percentage for your postage ? 

Mr. Bouron. What is your mail bill compared to the total cost of 
your operation ¢ 

The Cuarrman. What is the percentage? 

Mr. Hammonp. I haven’t got the exact figure on that. I do know 
this: We pay between 2 and 3 cents a copy for mailing Popular Science 
Monthly. 

Mr. Borron. In other words, it would be 2 to 3 percent. 

Mr. Hammonp. No; that’s what it costs to mail a copy. As to 
these rates that would take effect if this bill went through as is, the 
cost per copy would be over 3 cents to mail it, which would be an 
increase of 32 percent of our mailing costs. 

Mr. Botton. What I am trying to get at is: What is the percentage 
of your total cost which is represented by your mailing cost ? 

Mr. Hammonp. I think the cost would go up 30,000 and that may 
be ceo around, compared to the whole cost of the magazines itself, 
3 or 4 percent. That is filed without any reference to figures. 

The Cuarrman. Thank you,sir. Now we will hear from Mr. Foster 
Willett. Mr. Willett is the vice president of the American Home 
magazine, of New York City. Mr. Willett is recognized. 


STATEMENT OF FOSTER WILLETT, VICE PRESIDENT, AMERICAN 
HOME MAGAZINE, NEW YORK CITY 


Mr. Wutert. I represent a small company with a big magazine. 
It is the sole property of this company. 

The American Home magazine is a monthly publication which, 
aside from purely service books and patterns, is the sole property 
of the American Home Magazine Corp. 

The American Home magazine is a service magazine, devoted en- 
tirely to home care, maintenance, decoration, and improvement. In 
the last 20 years, it has grown from a circulation of less than 300,000 
to over 3,000,000 circulation, which is an indication of its value and 
importance to the homeowners of America. 

The American Home feels that it contributes greatly toward the 
economic stability of the country by encouraging home ownership and 
home management on a practical plane. The home represents the 
big financial investment of million of our citizens today. 
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While the publishing, editorial, and advertismg headquarters, em- 
ploying 125 people, are located at 444 Madison Avenue in New York 
County, the fulfillment department, employing 200 people, is located 
in Forest Hills in Queens County, and there are advertising offices 
as well as sales representatives in : all yarts of the country. The maga- 
zine is composed in Nassau County, N. Y., is printed in Chicago, LIL., 
and Kokomo, Ind., and is the second Jargest customer of the Cuneo 
Press. Naturally, paper and publishing supplies come from other 
parts of the country, so you can readily see that the progress and 
prosperity of this magazine is nationwide in its influence. 

With constantly increasing costs of paper, printing, and salaries 
throughout the organization, a postage increase such as is proposed 
would place a very serious addition: 11 burden on the finances of the 
American Home this coming period. At this point we cannot attempt 
to predict just what the effect would be but, naturally, any retrench- 
ment would mean fewer jobs and smaller purchases. 

In an effort to meet the second-class increases already passed by 
Congress in 1951, we are planning to increase our subscription price by 
50 cents a year, making it $3 a year, beginning January 1954. We 
know from our own experience with former price increases that. the 
money benefit will not be substantial to us for more than a year. This 
is due to an inevitable price resistance by the public and the necessity 
for additional promotion to maintain circulation. We also know from 
our own sales efforts this year that public resistance to higher prices 
is growing very rapidly. 

In 1952 we paid the post. office $76,428 more than we paid them in 
1951. This was due to the 10-percent increase in second class, effective 
April 1, $32,560, and the 50-percent increase in third class, effective 
July 1, $43,868, 

In the first 6 months of 1953, we paid the post office $4,713 more 
than we did in the comparable period in 1952. This was due to the 10- 
percent (effective during the first 3 months) and 20-percent (effective 
the last 3 months) higher second-class rates, $41,798, and to the 50- 
percent increase in third-class rates, $52,915. 

And that is right from my accounting books in the office. 

The important thing right now is what the future rate increases 
suggested in H. R. 6052 would cost us. Using the most up-to-date fig 
ures available, we have arrived at a magazine that represents the aver- 
age size and weight over the 12-month period ending June 30, 1953— 
and we have arrived at the average advertising percentage for the 12- 
month period ending June 1953—and we have used our Apr il 1, 1953, 
zone analysis. Using this hypothetical but very accurate issue as a 
basis for figuring a 12-month second-class postage bill, here are the 
yearly second-class charges for us. 

I won’t read those but I would like to point out that even though we 
limit our second-class mail increases to the first 4 zones—we have 9 
breakup points around the country—even though we try to steer clear 
of the expensive seventh and eighth zones, our postage increase on the 
full impact of this present bill would be 69 percent higher than it was 
in 1951 or 49 percent higher than it is now instead of the 42 percent 
that is so frequently quoted. Those are my figures which have been 
checked by the accounting and statistical departments of the office. 

H. R. 6052 would also increase our third-class costs and first-class 
costs. On the basis of our present scale of direct-mail promotion, 
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H. R. 6052 would cost us an additional $80,000 a year for third-class 
postage; it would also cost us an additional $20,000 a year on miscel- 
laneous third-class ounce rates and first-class mail. These figures show 
that we are facing a postal increase which, compared to 1953 with its 
higher rates, would add almost $300,000 to our present 1953 postage 
expense, or about $436,000 more than we were paying in 1951 for this 
same degree of service from the Post Office Department. 

This is the crux of the whole thing. 

This is a tremendous expense to be borne by any single magazine 
and it is one which would wipe out any profit this company has 
budgeted. It is, in fact, more than our profit, before taxes, in any 
one of the last 5 years. 

We at the American Home have followed carefully the progress 
of postal legislation and practices for many years. We subscribe 
most completely, as an individual publisher, to basic ideas which 
motivated the formation of the advisory council appointed by the 
Senate Post Office and Civil Service Committee (S. Res. 49). ° And 
we believe that the report by the committee, resulting from the 
thorough investigaton of postal ratemaking practices ‘and of the 
costs of hi undling mail, will provide the first ‘thorough basis for rate 
revision that we have had in years. We understand that the report 
of this committee must be available to Congress before February 1, 
1954—6 months from now. 

We advance, as our considered and most serious opinion, the belief 
that any revision of rates should await consideration of the report of 
the Senate committee in January, that any such sudden and drastic 
revision of rates as suggested by H. R. 6052 represents a complete 
reversal of the national policy as applied to second- and third-class 
mails—a policy which has been affirmed by every Congress and Gov- 
ernment commission since 1879—that such postage rates on second- 
and third-class mai] as suggested in H. R. 6052 are without. any basis 
that is understandable to this organization, which honestly believes 
it is paying its own way at present postal rates—that rate increases 
of the degree contained in H. R. 6052 would be a heavy and often 
fatal blow to publishers, printers, and suppliers, involving hundreds 
of companies and the livelihood of thousands of employees. 

The Cuamman. We thank you, sir. Are there any questions on my 
right? Are there any questions on my left? 

Mr. Hacen. Mr. Chairman. 

The CHarmman. Mr. Hagen. 

Mr. Hacen. I notice on page 3 of your testimony the increase con- 
templated in 1954 would be 69 percent in second class, is that right? 

Mr. Wuterr. That is right. 

Mr. Hacen. That is far greater than the estimated increase asked 
by the Postmaster General. As I recall his estimate was about 42 
percent. 

Mr. Wuerr. That has been the figure that has appeared in the 
newspapers and I was startled when I figured it out to find it so much 
higher, but I understand that other people who have figured it out on 
the actual zone an: :lvysis with these new rates find similar conditions to 
the one I report here. 

Mr. Hagen. At this point to support my contention and yours also, 
I offer a statement from the Chicago Daily Drovers Journal indicating 
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that their postage increase will, as of October 1, 1953, vary from a 213- 
percent increase to as high as a 299-percent increase on the sec a 
class postal bill of their publication varying from 4 to 6 pages, so it is : 
far cry from 42 percent, do you not think so? 

Mr. Wiutuerr. Yes; I do. 

Mr. Hagen. One further point. This bill if it is passed will result 
in spec ially greatly increased costs for the printing and publishing 
of 3- and 4-year subscriptions to publications. In fact in your case it 
will offset the profits that you had. 

Mr. Wiuerr. That is correct. 

Mr. Hagen. Is it true then to say that your income tax to the Fed- 
eral Government would be wiped out and you may not pay any tax 
next year or the year after if these increases go into effect. Is that 
possible, or is that just a wild statement on my ‘part 4 

Mr. Wuuerr. That it would wipe out the profits? 

Mr. Hagen. Yes. 

Mr. Witert. That is the publisher’s statement to me. The Amer- 
ican Home is a private corporation. I am not acquainted with the 
details of its finances but I have implicit confidence in the truthful- 
ness of the publisher and I know that we have a condition where we 
have grown very rapidly in a highly competitive field and that profits 
have been small. 

Mr. Hagen. In the case of any business such as yours, and especially 
in smaller publishing businesses which pay a large amount of second- 
class mail charges and which do a large amount of third class mailing, 
these greatly increased costs would be inflationary and completely con- 
trary to the sound fiscal policy and economic program that this new 
administration is putting into effect? 

Mr. Witterr. I believe they would, sir. 

The CHarrman. Any further questions? 

Mr. Crerecta. Mr. Willett, how long has your company been in 
business ? 

Mr. Wituerr. It was the 20th anniversary last year that the present 
publisher owned the company. It is an ownership that is confined 
to 2 or 3 people. They bought it from Doubleday Co. 20 years ago. 

Mr. Crerecita. Did your company resist or object to the last postal 
increase ¢ 

Mr. Witerr. Yes; I believe the publisher testified that it would 
place an additional burden on our finances that would hamper growth 
and progress. 

Mr. Crere.ta. Were you present that day? 

Mr. Wittetr. No; I was not. 

Mr. Crerenta. And what has been the growth and the progress of 
the company w ithin the last 3 years ¢ 

Mr. Wittert. I think it isa little easier to take it on a different year 
basis. I have been with the company 5 years and I am acquainted 
with that period. Our circulation has grown 500,000 in the last 5 
vears. That is not anything that has been abnormal. We all know 
what a tremendous growth there has been in home building around 
the country. There are greatly expanded towns in every State of the 
Union and it is primarily for that type of persons that the American 
Home is edited and published and naturally there has been a very 
responsive acceptance of our offer of the magazine. We also have very 
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severe competition and that is why we are not in so favorable a condi- 
tion that we could overlook such increases as are mentioned here. 

Mr. Crerecia. Your president testified before this same committee 
5 years ago or 2 years ago and resisted the increase of postal rates 
at that time, probab ly on the same grounds that you are now 
objecting to it, that it would retard your growth and get into the 
profits of the company. That is probably a proper statement to make 
is 1t not ¢ 

Mr. Wiutterr. I think it is. I am not familiar with his exact testi- 
mony, but it has been discussed in our meetings. We are in a field 
that is growing very rapidly and if we do not keep pace we are 
licked. We are out of business competitively. That is why we felt 
the pressure to build circulation and naturally any such increase in 
‘osts as this would be a handicap and we have also felt that the maga- 
ina, being a home magazine belongs in the home delivered by mail 
so that our emphasis has been on subscription circulation even though 
we sell about 800,000 on the newsstands. 

Mr. Crerer.a. You have attended these hearings. How long have 
you been here at this session? May I ask that? 

Mr. Witter. I started yesterday morning. 

Mr, Crerecta. And from the testimony of other witnesses did you 

gather the same information that you are now giving, that they have 
all had increases in circulation ? 

Mr. Witterr. Yes; there has been that tendency in recent years. 

Mr. Crereta. That is general, is it not, that the tendency has been 
an increase in circulation? 

Mr. Wuuerr. And if circulation doesn’t increase the advertiser 
thinks you are dead and you don’t get the advertising. You have to 
show health in that direction. 

Mr. Creretia. You have also heard it testified here, have you not, 
by the same people who admitted that there had been a growth in 
their circulation, that they were the same people who resisted and 
objected to postal inereases 2 and 8 years back? 

Mr. Wuerr. That is true. 

Mr. Crerecxa. In other words, the pattern seems to be identical in 
all the cases, does it not ? 

Mr. Wutert. I think we are all in the same boat. 

Mr. Creretia. From the testimony I have heard. 

Mr. Wuzerr. Yes. 

Mr. Cretretia. You have also used the language in 2 or 3 or 4 occa- 
sions and used the phraseology “highly competitive.” That in fact 
is the reason for some of the publications being doomed financially, 
because of the advent into the field of new publications, i is that not 
correct ? 

Mr. Witterr. New publications, new television, new radio. There 
are many facets to that picture, 

Mr. Crere.ia. I am restricting it now entirely to new publications 
in a competitive line with yours. 

Mr. Wuuerr. If I understand you, it means there are too many 
magazines and the pressure is what is causing the trouble? 

Mr. Crerecta. That is about it. 

Mr. Wuuerr. As long as I am left I would agree with you. I 
think the public decides that in the long run. There is a mortality 
among magazines if you look back 20 years. We think we have a 
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very healthy and sound magazine. We think its accpetance is proof 
of that. 

Mr. Crerecva. I am not finding fault with your magazine at all. 
I am critical of the fact that because of the advent of competitive 
magazines in the field, you have felt the impact of that as well, have 
you not? 

Mr. Wuuzerr. Oh, yes; there is no question about that. 

Mr. Hagen. Will you yield? 

Mr. Crerecxa. I am through. 

Mr. Hagen. May I have another question ¢ 

The Crarmman. Mr. Hagen has another question. 

Mr. Hagen. Mr. Willett, your company testified here 2 years ago. 
You testified against a bill that presented 100-percent increase in 
postal rates, is that correct ? 

Mr. Witxerr. That is correct. 

Mr. Hacen. And apparently you and others influenced the Congress 
that it would be disastrous to increase the rates 100 percent since later 
on, in committee executive session, it was greatly reduced and on the 
floor of the House it was further greatly reduced so the eventual and 
final second-class-mail rate increase was only 30 percent, spread over 
a period of 3 years; is that correct ¢ 

Mr. Wuterr. That is right. 

Mr. Hagen. So your appearance at the time of the hearing was 
against a bill which provided for a 100-percent increase ¢ 

“Mr. Wuuerr. That is correct, and to absorb this 30 percent. I men- 
tioned we are increasing subscription prices to offset that, but there 
is a limit. 

Mr. Moss. Will you yield # 

Mr. Hagen. Yes. 

Mr. Moss. Do you not think it proper that witnesses have been in- 
vited to appear and express their views and that whether they express 
the views that they held 1 year ago or 10 years ago, that is their right 
and we should certainly listen and determine the soundness of their 
opposition? The fact that there is a re-presentation should in no way 
prejudice their right to appear and present their views in as much 
detail as is necessary to give their story. 

Mr. Hacen. I want to say that we ourselves can evaluate it. 

Mr. Bouron. Would the gentleman yield at that point? 

Mr. Moss. Yes. 

Mr. Bouron. I think every effort has been made at this hearing to 
see that everybody had their opportunity to have their full say. 

Mr. Moss. We are objecting to the fact that there have been some 
rather critical comments directed at testimony because the testimony 
has been the same at some prior hearing and I think that is to be 
expected, 

The Cnamman. For the benefit of the record most of the witnesses 
who have testified thus far in opposition to this proposed legislation 
are witnesses who appeared on the last occasion and the one prior 
thereto, I think. However, certainly no one has suggested that there 
be any prejudice against any individual who came ‘back and testified 
even though he might have taken a little different position now than 
he did the other time. I do not think anybody is prejudiced due to 
that. 
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Mr. Bourton. Mr. Chairman, may I ask the gentleman my usual 
question ¢ 

The Cuamman. Yes. 

Mr. Bouton. Mr. Willett, what proportion does your mailing 
charges have to your overall cost of the publication ? 

Mr. Witxert. I do not know the overall cost. I can give you a com- 
parison with our circulation revenue, just using these figures here. In 
1951, a little over 7 percent of our circulation revenue went into sec- 
ond-class postage. 

Mr. Borron. Did I understand the gentleman correctly, only 7 
percent of your circulation revenue went into second-class postage ? 

Mr. Wuterr. Yes. 

Mr. Borron. And is it not the truth that in the publishing business 
your circulation revenue usually just about covers your circulation 
costs ¢ 

Mr. Witterr. It is more favorable in our case. 

Mr. Borron. Thank you, sir. 

Mr. Gross. Mr. Chairman. 

The Cuarmman. Yes. 

Mr. Gross. A moment ago you spoke for the record and I would 
like now to also speak for purposes of the record. 

The Cuarrman. I was just trying to straighten the point out that 
this committee was trying to be fair. 

Mr. Gross. That is right and I wanted to follow that by saying 
that at the present time there are now 10 of the 25 members of the 
committee present. There is not a quorum present. I want to say, 
Mr. Chairman, it is a well-known fact that I offered a motion in this 
committee that hearings be suspended until next January foreseeing 
that this legislation being considered under forced draft as it is being 
considered would wind up in just about this fashion, with a very 
small number of the members of the committee present to hear the 
views that are being expressed. I do not believe the witnesses are 
receiving exactly fair treatment, Mr. Chairman, 

The Cuatrman. I hope the gentleman from Iowa is not inferring 
that the chairman is not treating the witnesses fairly. 

Mr. Gross. The chairman is treating the witnesses very fairly, I 
willsay. That does not obviate the fact that the committee is not here 
to hear the testimony. 

The CHarrman. Is the gentleman objectiing to continuing the 
hearings ¢ 

Mr. Gross. No, I am not objecting, Mr. Chairman. I simply want 
the record to show the situation that exists. 

Mr. Bouron. May I make a statement for the record ? 

The Cuatrman, All right. 

Mr. Bouron. I would like to point out two things. First, the copy 
of the record will be made available for every member of the commit- 
tee; as a matter of fact, I am told that I am the only member of the 
committee to ask for the testimony to go over it and here it is. 

Second, I wish to call to the attention of the gentleman from Iowa 
that those who have made the greatest point about the continuation 
of these hearings so that the witnesses could be heard are those who 
are most pertinent in their answers. | 

Mr. Gross. Does the gentleman from Ohio say he is the only mem- 
ber of his committee who reads this testimony # 
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The Cuarrman. No. 

Mr. Botton. That is not what I said. 

Mr. Downy. I understood the gentleman from Ohio to say he was 
the only person who had requested of the committee the opportunity 
to read the testimony in this case. I have gotten and requested it from 
the committee each and every day and have read it, myself. I think 
his statement is entirely in error. 

Mr. Bouron. I wish to apologize to the gentleman, then. [am going 
only on the information I have received. 

The CruairMAN. Your apologies are accepted. 

We will go on to the next witnuss, Mr. Kay. 

Mr. Gurser. I want to make a brief statement. The reason I want 
to make this statement is that it concerns something that I intend 
doing. and I believe it is only fair that I should serve notice here 
and now of my intentions. Those intentions are that the next time 
this committee meets in executive session, provided of course that is 
not today, I will move to report favorably on H R. 6052 with an 
amendment which I shall propose, and the sense of that amendment 
will be that a pay raise bill, which 1 will work up over the weekend, 
shall be included in it so that this bill will not only carry a postal 

rate increase but it will carry with it a wage increase for the postel 
workers. 

The Cuarrman. All right. 

Mr. GupsEr. Then let us see how everybody votes on that. 

Mr. Downy. May I ask a question of the gentleman? 

The CuairMan. Will the gentleman yield for a question ? 

Mr. Gupser. Surely. 

Mr. Downy. How much in excess of the postal rate will it cost to 
pay your wage increase? How much in excess of the postal rate will 
your wage increase bill cost ¢ 

Mr. Gusser. I will have to answer that when I bring in the amend- 
ment on Monday or when we meet in executive session. 

Mr. Moss. At that point I feel it proper that we do comment. This 
gentleman has made a statement which is almost on the point of not 
only a promise but a threat. 

The Cuamman. The gentleman from California has replied to the 
gentleman from California, 

Mr. Moss. 1 want to go on record, I do not think, whether the Post 
Office Department under present operations accumulates a deficit or 
whether it accumulates a profit, that we should tie to that the con- 
sideration of postal salaries, They should be on the basis of com- 
parability and justice to the employ ees and not tied to a rate bill. 

Mr. Gross. I agree with the gentleman. 

The Cuamman. Now, let us go on. 

Now we will hear from Mr. Soomeel Kay, executive secretary of 
the Mail Users Association of America. Will you proceed to discuss 
the bill as you understand it? 

Mr. Crerecia. At least we have the State of California divided on 
this question. 

Mr. Dowpy. Are we going to have hearings on the pay raise increase 
in connection with this, too? 

The Cuarrman, That is a matter that will have to be announced 
later. 
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Mr. Dowpy. I would like to know if we are going to have hearings. 
The Cuarman. All right, Mr. Kay. 


STATEMENT OF RAYMOND KAY, EXECUTIVE SECRETARY, MAIL 
USERS ASSOCIATION OF AMERICA, INC., WASHINGTON, D. C. 


Mr. Kay. Gentlemen, before commencing my statement, I might 
say that this affects businesses in every one of your districts, and it is 
hoped in very short order you will hear from the interested people in 
your districts. 

The presentation of any facts or arguments concerning postal rates 
and inefficient operation of the postal system, must, at first glance, 
appear to be a “twice told tale.” So many Congresses have heard so 
much testimony, it would seem to be difficult to offer a fresh viewpoint 
or argument. However, at the conclusion of this statement, we will 
offer a program that may be a sound basis on which to plan for an effi- 
cient postal system which can operate at the cost of the revenue derived 
therefrom. If adopted, it will give us a postal system as modern as a 
jet plane, with operational costs reduced toa minimum. To properly 
establish the basis for our proposal, it will be necessary to cover some 
ground which may have been previously presented to this or earlier 
Congresses. 

The several classes of postage are so interrelated, we think it is 
definitely wrong to try and pit the users of one class of mail against 
those of the other classes. Business is solicited, developed, and mer- 
chandise sold through second- and third-class mail. Orders are re- 
ceived by first class and airmail. Goods are shipped via parcel post 
or in the matter of books and a few other items by third-class mail. 

Through taxation, the Government is a very substantial partner in 
the business of all commercial users of the mail. The business of these 
firms, brought about through use of the mails, increases the national 
product, provides employment, improves the economy and results in 
taxable profits. With the current talk of recession and depression, we 
believe an increase of rates, in any of the postal classes, would work 
to curtail business and Government revenue. To increase postage 
rates would bring into operation the law of diminishing returns. 

At this point I would like to digress from my statement. Right 
across the street, we have a souvenir store that sells penny souvenir 
post cards. When the postage rate went from 1 cent to 2 cents, the 
sale of those cards almost stopped. Prior to that increase they sold 
a complete rack of cards every day. Now they just sell afew. That 
is what I mean by the law of diminishing returns. People will not 
pay that extra penny. 

Mr. Hacen. May I ask a question ? 

The Cuarrman. Mr. Hagen. 

Mr. Hagen. The great decrease in the sale of post cards has resulted 
in many union printers and workers thrown out of work, is that right? 

Mr. Kay. Definitely. 

Mr. Creretia. Where? 

Mr. Hagen. In the plants in Chicago. 

Mr. Crere.ia. I am asking the witness. 

Mr. Kay. If I may have 10 days, I will tell you where. 
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Mr. Crereia. Definitely was your answer. ‘The witnesses have 
been too much engaging in generalities. What plant do you know 
that printed post cards that had a curtailment because of the decrease 
of business in cards? 

Mr. Kay. I do not happen to know of any plant. I know if you 
sell 30 percent less cards than you did before, you must fire people. 

Mr. Crereiia. My question to you is on the basis of your answer, 
and you were pretty certain about it. Now, give me the name of one 
plant you know. 

Mr. Kay. Then I must ask to change my reply and say there prob- 
ably was a substantial loss of employment. 

Mr. Creretita. Now then, when you gave the answer of definitely 
yes, you did not know what you were t talking about ¢ 

Mr. Kay. No; it was just a slip of the tongue. 

Mr. Cretretia. You do not suppose we are here wasting our time 
listening to a lot of generalities ? 

Mr. Kay. This was not a generality. 

Mr. Creret.a. That was a general statement because you had no 
basis for the answer. 

Mr. Kay. The basis for the answer exists on the corner at the 
souvenir store. 

Mr. Crerecna. It does not exist on the corner. I am asking you 
what plant do you know of that curtailed its employment because of 
the decrease in the printing of post cards. 

Mr. Kay. May I have 3 days to answer that? 

The CuatrmMan. No; answer that. 

Mr. Crerecia. You are testifying now. You are so emphatic about 
your answer. 

Mr. Kay. I have asked for permission to amend my statement. 

Mr. Crerei.a. I happen to be a lawyer and I do not let them slip 
away from me when I have them. You did not ask for 3 days to 
answer Mr. Hagen’s question, did you ? 

That is all. 

Mr. Kay. I have asked to amend my answer to “There probably was 
a substantial loss of employment.” 

Mr. Hacen. Will the gentleman yield for a question ¢ 

Mr. Chairman, may I indicate at this point that we allowed the Post 
Office Department not only 3 days but even longer to answer some of 
eur questions which we asked them and which they did not know 
about. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. In connection with this, these witnesses are in here to 
testify before this committee. There is less than a quorum here now. 
I am not going to object to it, but I am going to have to go to my 
office to get some work out. In connection with what has transpired 
here, the gentleman who asked questions stated yesterday that his mind 
was already definitely made up on all phases of these bills and if these 
generalities can get on in and we get through with the thing, we can 
evaluate the things. I think all of us know a generality when it has 
been spoken. We have had plenty of them from the Postmaster Gen- 
eral and his men and plenty from all the witnesses. The members of 
this committee have intelligence enough to evaluate generalities when 
they are spoken. 
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The Caamman. The Chair thinks probably the thing that caused 
the gentleman from Connecticut to speak up was because he said 
there was definitely, and then he did not seem to be able to explain his 
answer. 

Mr. Dowpy. I think we understood. 

Mr. Kay. Shall I continue, Mr. Chairman ¢ 

The Cuarrman. Yes; you may proceed. 

Mr. Kay. A first-class postage rate of 4 cents is so close to a nickel, 
it would probably act as a determent to the placement of many small 
orders for articles or services costing only a dollar or two, and a 
large part of mail-order sales are for such low-priced articles. 

If | may digress once more, the gentlemen who testified this morn- 
ing representing publications were only concerned with the second- 
class rate. But what they were not concerned with and what they 
should have been concerned with is the advertising which appears in 
those magazines, because it is that same advertising which solicits 
orders by mail which sells a very large part of the American product 
and if postage goes to 4 cents, a lot of these small orders are just go- 
ing to disappear; people will not order by mail, and they will suffer 
more through the loss of sales to their advertisers than they will by 
an increase in second-class rates. 

Mr. Bouron. Will the gentleman yield for one question ¢ 

Mr. Kay. Certainly. 

Mr. Bouron. Do I understand your point to be because of the raise 
in first-class rates? 

Mr. Kay. In first-class rates; they are not able to receive as many 
orders. ‘They would have less advertising. 

We have listened in part to the testimony of the Postmaster Gen- 
eral. He claims that the proposed increases in first-class and airmail 
are only a penny each. That is strange thinking for a man with sub- 
stantial business interests. Pennies are important to a person living 
solely on the income from his investments. It takes a dollar 6 months 
to a whole year to earn a penny after taxes. To large manufacturing 
corporations, pennies are important. Such firms are constantly seek- 
ing ways to cut a fractional part of a penny from each operation. 

To a farmer, a few pennies more for his grain, stock, or produce 
may make the difference between a profit or a loss on his whole year’s 
work, 

Automobile dealers, and especially wholesale automobile dealers, 
are of a different breed. They are usually extroverts in every sense 
of the word 

The Cuatrman. Who are they? 

Mr. Kay. Automobile dealers. I will repeat that. Automobile 
dealers and especially wholesale automobile dealers are of a different 
breed. They are usually extroverts in every sense of the word. 

The Cuatmrman. What does that have to do with this legislation? 

Mr. Kay. A great deal, because we are talking about the value of 
a penny. This is particularly true of second-hand, car dealers who 
advertise themselves as the “Wild Irishman,” “Madman Morris,” 
“Smiling Sam,” and in other fantastic ways. 

Mr. Crerecia. Is that Washington dealers you are talking about? 

Mr. Kay. No, sir; it goes all over the country. It is not difficult 
to understand why a wholesale new car dealer would have little regard 
for a penny. 
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Mr. Dowpy. Are you talking about the Postmaster General now? 

The Cramman. Why do you refer to automobile dealers in 
particular? 

Mr. Kay. Because we are talking about a class of people who have 
little regard for a penny. 

The Cuamman. Why do you select the automobile dealers? 

Mr. K. AY. I saw one of them wave his hands and say, “It is only 
a penny.’ 

The Cuamman. Now, are you speaking with regard to the Post- 
master General? Let us find that out now. Is that what you mean? 
If you do not, all right. If you do, tell us. 

Mr. Kay. When I speak of the man who sat in this chair and waved 
his hand and said, “It is only a penny,” I am speaking of the Post- 
master General. 

The Cuarmman. All right. 

Mr. Kay. Their profit per unit is fixed by the factory. Their only 
concern is with how many units they can sell. Very few, if any, 
automobiles are sold by mail and none are delivered by, parcel post. 

Also, of serious concern to the Postmaster General, is the cost of 
operation of many small post offices. Their receipts do not equal 
the cost of operation. He would discontinue or wipe out many such 
post offices; and while he probably doesn’t realize it, he would also 
wipe out a large part of our civilian mail-order sales. 

The Post Office is just as important as the movie theater in the 
small community and probably more so. 

These small “grassroots” post offices form the backbone of the 
American economy. Their receipts derive almost exclusively from 
the sale of stamps and money orders; but they deliver parcels contain- 
ing merchandise which represents a considerable portion of our na- 
tional product. 

Mr. Bouron. May I inquire at that point whether the gentleman 
is testifying on the bill in front of us or on the action of the Post 
Office with a view to taking out of service those fourth-class offices 
which are oe giving the top service to the people of this country. 

Mr. Kay. I am testifying in opposition to the bill and offering 
another solution. 

Mr. Boron. May I request then, Mr. Chairman, that the witness 
direct his testimony to the legislation before us. 

Mr. Moss. Mr. Chairman. 

The Cuarmman. Mr. Moss; do you have an observation? 

Mr. Moss. I would like to make this suggestion, that we grant to 
this witness the same courtesy we have granted to the others. He 
is not going away from the main question to any greater degree 
than many other witnesses who have appeared before this committee. 

The Cuarrman. Do not misunderstand the chair. 

Mr. Moss. Let the gentleman proceed, if he has a point to make, 
he is entitled to make it. 

The CHarrMan. You may proceed, Mr. Kay. 

Mr. Kay. The answer to the postal deficit is not to increase rates, 
but to find another solution. We realize that the question of ineffi- 
ciency has been discussed for many years—but like the weather, many 
paopis t talk about it but no one does anything about it. Our late 

*resident often referred to some operations of the Government as 
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belonging in the “horse-and-buggy days.” We believe that was an 
understatement. Some of the operations in the Post Office Depart- 
ment, apparently date back to the “oxcart” days. It should be remem- 
bered that many of our newer post offices were built during the “make 
work” period of the depression; when all thinking was directed not 
to efficiency but to providing employment. 

It is not our purpose to go into the matter of the antiquated, beat- 
up and worn-out machines and methods used for certain operations in 
the Post Office. The charges for money orders are outrageous. Com- 
pare these charges with what it costs to obtain a cashier’s check at 
any bank. We can appreciate that it costs the Post Office a consider- 
able sum to handle money orders when you consider some of their 
antiquated methods. A simple comparison would be the billing and 
office machines used in any large bank or hotel. Then look at how 
the Post Office handles such items. Firms like Remington-Rand, Na- 
tional Cash Register, and IBM, among many others, could probably 
suggest many time- and money-saving improvements. 

We believe the key to effective time- and money-saving lies in im- 
roving handling of the mail by installation of modern materials- 
Saisie methods. We have listened to the Postmaster General claim 
that he was looking forward to making many improvements in the 
operation of the post office system. 

At that point, if I may digress and call your attention to what 
appeared in the paper, a statement from the Postmaster General, 
which was in the Washington Daily News of July 24, item No. 6: 

Revitalization of the Department's research and development program which 
had never attained adequate proportions. 

In other words, what the Postmaster is saying now is that they have 
done almost nothing to improve the efficiency r of the Post Office, and 
that is true. 

We would at this time like to hear from the Postmaster General 
as to what concrete proposals he has in mind to improve the efficiency 
of the postal system, and how he proposes to bring them about unless, 
at this time, he asks Congress for an appropr iation to accomplish his 
purpose. We would also like to have the Postmaster General tell 
the committee how many fork-lift trucks and pallets the Post Office 
is now using. 

At this point, gentlemen, going back to your second-class mail users 
who testified this morning, printing plants today do not box their 

aper to ship it. They put it on a pallet, strap it with a steel strap. 
tt goes on the truck. There is no hand- handling of the thing at all. 


Publishers of books told you today that they did not print the 
books themselves but had them printed by others. The printed books 
are stacked ona pallet. They strap them with steel. They are picked 
ap with a fork-lift truck. “They are put on a truck and they go 


wherever they go to be addressed for mailing. 

Now, that method belongs in the Post Office. There is no reason 
for putting them in bags, throwing the bags around, taking them out 
of bags, sorting them “out when most of these magazines that are 
destined for California or some States can be put on a pallet, strapped 
and shipped with actually very little handling on the part of the 
Post Office except for the transportation. 


Mr. Gusser. Will the gentleman yield at that point? 
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Mr. Kay. Yes. 

Mr. Gupser. I think the Postmaster General has indicated a great 
many of the improvements he is going to make in proceding towards 
his goal of efficiency. For example, in the New York Post Office and 
others. Then I havea question to ask of you in addition to that state- 
ment. Is it not a bit ironic that these efficient companies you are 
speaking of who use fork-lift trucks, who do not box themselves, and 
practically palletize everything, is it not ironical in their efficiency they 
must ask for a subsidy from this inefficient or ganization called the 
Post Office that you are talking about ? 

Mr. Kay. I do not think they need a subsidy, if the Post Office uses 
efficient methods. I think you can reduce rates. 

Mr. Gurser. Would you consider $150 million off the budget in one 
year a pretty good step toward efficiency ¢ 

Mr. Kay. No, I donot think we have even made a start. 

Mr. Gupser. You think that is not very good work for 6 months? 

Mr. Kay. I think the Post Office should show a profit. 

Mr. Dowpy. Will the gentleman yield? 

Mr. Gupser. Yes. 

Mr. Dowpy. This $150 million off the budget in 1 year, it is my 
impression that the appropriations for the Post Office Department 
this year is $38,500,000 more than it was last year, not $150 million 
less. 

Mr. Gupser. It is $150 million off the budget submitted by 
the former Postmaster General Donaldson. 

Mr. Dowpvy. Now, you are setting up that straw man budget again. 
That has been cut every year that such a budget has ever been put in 
here. That is no criterion and you know it. 

Mr. Gupser. You believe, too, there have been no efficiencies effected 
since Mr. Summerfield has taken office? 

Mr. Dowpy. It does not look like it. 

Mr. Gussrr. Ten million dollars in New York is not efficient ? 

Mr. Dowpy. I have not had an opportunity to ask questions about 
that $10 million to see if it is effective or not. I understand the 
Carlson committee has made an assurance or at least Senator Carl- 
son has said when that committee gets through they will save several 
hundred million dollars. 

Mr. Gusser. That was quite a statement yesterday. 

Mr. Downy. It was. I have no reason to dispute the Senator’s 
word. He has had some hearings, I am quite sure. I think he would 
have a basis for the statement or surely he would not have made it. 

Mr. Gupser. I sincerely hope the witness is correct. 

Mr. Bouron. Will the gentleman yield to me at that point? 

Mr. Dowpy. I do not think I have the floor. 

The CuarrmMan. The gentleman from Ohio. 

Mr. Botton. I wanted to comment on the statement of the gentle- 
man from Texas. 

The CoarrMan. Well, save that and we will proceed. 

Mr. Kay. In those post offices where operational profits are pos- 
sible the post office system just has not kept pace with modern industry 
in materials handling. Most of our large city post offices were de- 
signed and built as beautiful Government edifices for operation like 
a bank or an insurance company home office. They are not post offices 
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in the functional use of the word, except that they do manage to 
handle the mail after a fashion. They are office buildings. Such 
buildings have little relation to modern planning for expeditious and 
economical handling of the mail and parcel post. Even those big city 
buildings or store rooms, which are rented, carry on their operations 
in an old-fashioned manner. 

This is not to say that postal employees do not put in a hard day’s 
work. Private industry could never get their employees to work as 
hard as a parcel post clerk handling a long line at a busy window. 
We believe such hard-working employees, and others who work ny ally 
as hard, should be paid in ace cordance with their workload and a vility. 

The fault is not with hard-working postal employees, but. rather 
with the methods under which they have to operate and the old- 
fashioned system of materials—mail—handling. 

Mr. Reams. May I interrupt and ask a question? How much more 
of this is there in this statement? You are a magazine publisher, 
are you ? 

Mr. Kay. No, sir. 

Mr. Reams. That is a story I think should go in a magazine and 
not take up a lot of time here. I believe a magazine would buy that 
story and it would sell. I would like this witness to be asked to talk 
to this bill, because we have not so much time. 

Mr. Kay. Sir, I am talking on the bill. We will shortly come to 
a point where we will voice objections to the bill and suggest. why 
the bill is not necessary, that is, the raises are not necessary, how the 
money can be otherwise saved, and if that is not talking on the bill, I 
do not know what it is. 

Mr. Reams. I do not want to interrupt further. 

Mr. Creretta. Will the gentleman from Ohio yield? 

Mr. Reams. I do not have the floor. 

The Cuatrman. The gentleman from Connecticut. 

Mr. Oreretta, You say you are going to get to the opposition of 
the bill. What page is that on? 

Mr. Kay. That is on page 5 and that finishes on page 8. 

Mr. Creren.a. Up to this point you have made all these various 
suggestions. Have you at any time written these suggestions of yours 
to the Post Office Department within the last 6 months or 20 years 
before that ? 

Mr. Kay. Do you think that any suggestions—— 

Mr. Crere.ta. I am asking a question. 

Mr. Kay. Yes; surely. 

Mr. Crerecta. Have you written to the Postmaster General? Did 
you send a complaint to the Postmaster General ¢ 

Mr. Kay. Yes, sir. 

Mr. Creretta. When? 

Mr. Kay. I would say about 414 years ago when I complained about 
the handling of third-class mail which was not delivered — 

Mr. Creretita. Who did you report it to? 

Mr. Kay. Directly to the Postmaster General by letter. 

Mr. Creretira. And nothing was done for you at that time? 

Mr. Kay, I know of nothing that was done. The third-class mail 
is handled just as slowly as it was then. 

Mr. Crerecia. Did you getany answer to your letter? 
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Mr. Kay. I believe I did. They would look into it and investi- 
gate it. 

Mr. Creretta. Would you make a statement under oath that you 
wrote such a letter ? 

Mr. Kay. I wrote such a letter. 

Mr. Creretia. Would you make a statement under oath that you 
wrote such a letter ? 

Mr. Kay. I think you are trying to put me in a corner. 

Mr. Bonry. After all, this witness is actually entitled to be heard. 
If we are going to put witnesses under oath, we may as well call all 
the rest of the witnesses back and put them under oath, too. 

The Cuarrman. Allright. Tell us about the bill now. 

Mr. Crerecta. Mr. C hairman, I want to pursue my line of inquiry. 
I am sitting here as a Member of Congress devoting my time as a 
representative of the people of my district and I assume that the 
statements that I am listening to are truthful. Now, whether anyone 
resents being asked to be put under oath or not makes no difference 
to me, but I am not going to swallow ev ery statement that any witness 
gives me and accept it as ‘the truth. I do not antic ipate putting anyone 
under oath. 

The Cuarrman. I understand that. 

Mr. Crere.a. I just want the witness to know he is not kidding me. 

The Cuarrman. Let us proceed so we might find out about the bill. 

Mr. Kay. Coming as he does from the great automobile industry, the 
Postmaster General is certainly qualified to point out the vast differ- 
ence between old and new equipment. He can tell you that notwith- 
standing the increased cost of materials and labor, but making allow- 
ance for many added innovations and improvements, « automobiles are 
today selling for the same or less than they were prior to World 
War II. Todays higher automobile prices are chiefly due to hidden 
and open increased taxes. Automobile manufacturers have found the 
answer to rising costs through factory modernization and efficient 
materials handling. 

Years ago, factory design was limited to erecting a building with 
the required amount of floor space and load carrying capacity ‘floors. 
After the building was completed—and we are now talking about post 
offices—it was then up to those responsible for manufacturing opera- 
tions to equip the factory with machinery. Today, instead of putting 
the ¢art before the horse, they put the horse before the cart. The 
first step in modern factory design is to establish the production and 
flow lines. After sequence of operations and placement of machinery 
has been decided, they then build a building around and over the 
flow lines. In some industries, they have found they do not even need 
the building. 

Even as an automobile dealer, the Postmaster General can tell you 
how the tunnel method minute car wash system has made it possible 
to wash cars faster and for less money. This same tunnel method is 
today the basis for all modern factory design, with raw materials 
flowing in at one end and the finished product coming out at the other 
end of the building. 

Compare the modern tunnel method with parcel post operations 
in some of our big cities. Shippers truck their parcels to the post 
office, where the parcels are unloaded on the sidewalk. They are then 
carried into the post office by hand or on someone’s shoulder. Be- 
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cause there are long waiting lines, the packages must be deposited in 
any available space. After several hours wait, the parcels are again 
carried by hand to the parcel-post window or counter, where they 
are again placed on the floor. Then, one by one, they must be lifted 
up onto the counter where the clerk places them on the scale, weighs, 
stamps, and receives each package. In large post offices—and only in 
large post offices—if the post office isn’t jammed, the parcels are placed 
on a conveyor which takes them to a sorting room where they are again 
dumped on the floor. If the post office is jammed, the parcels are 
taken from the weighing counter and placed in the public part of 
the post office where they must be hand-handled many times more. 

Over at the Central Railroad of New Jersey the post oflice trucks 
parcels over to the railroad station and then throws them all in one 
corner and where they have to be picked up and sorted all over again. 

Mr. Moss. I would like to ask a question. There is probably a 
great deal of truth in what you say as to the increased efficiency which 
would result from more modern methods. Do you have any idea of the 
capital investment which would be required at this time on the part 
of the Government to convert existing post offices, and we are in the 
position of having the plant, the facilities which must be changed 
and modified to accomplish this, have you any idea of the cost? 

Mr. Kay. Yes, sir. I am going to make that statement. 

Mr. Moss. I have looked through your statement all the way and I 
have not seen any conclusion as to cost. 

Mr. Kay. It should take several billion dollars, possibly up to $5 
billion over a period of years. 

Mr. Moss. Would you recommend that that be an appropriation 
from general funds or be derived from postal revenue / 

Mr. Kay. I would recommend it be an appropriation from general 
funds. In other words, just like a new corporation or an existing 
corporation might float a stock issue in order to improve their factory 
and make it profitable. 

Mr. Moss. If you are going to follow good practice, you have to 
undertake a number of pilot studies. 

Mr. Kay. Definitely. That is what we are coming to right here 
now. 

Mr. Reams. Mr. Chairman, this is too much chasing rabbits when 
we are bear hunting for meat. I would like to know if this witness 
is qualified and has a right to testify. Who is the Mail Users 
Association of America, Inc. ! 

Mr. Kay. The Mail Users Association of America is a newly or- 
ganized corporation. 

Mr. Reams. Who is the president of it? 

Mr. Kay. Sara Smith. 

Mr. Reams. Where is she? 

Mr. Kay. She is here in Washington. 

Mr. Reams. What is the membership of this organization? 

Mr. Kay. The membership of the association is less than five. 

Mr. Reams. Less than five in membership? Now, I want every wit- 
ness to have a fair hearing here. I want a courteous hearing, but the 
facts are you have just gotten five people together so you can come here 
and make a speech. You do not have any suggestions with reference 
to this bill, do you? 
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Mr. Kay. Sir, an 1943 I:appearéd before a committee representing 
7,000 small-business firms 

Mr. Reams. I am talking about what you are doing now. Do you 
really have anyone who is other than just an individual user? Five 
people who use the mails just like everybody else uses it are the only 
people you represent here. Isn’t that a fact ? 

Mr. Kay. Sir, lam the president of Apex Business Services, which 
is a brandnew corporation. 

Mr. Reams. Now you come here as the Mail Users Association of 
America, Inc., and that is just a phony corporation or association of 
five people, to give you an opportunity to come here and take the time 
of all these people here. 

Mr. Chairman, I object to going any further with this man, who 
has no right to even testify. He represents nobody here. He has 
just come here to make a speech. I just ask that he be asked to get 
another forum to make his speech, because I do not see any reason for 
listening to this any longer. 

Mr. Hagen. Will the gentleman yield? 

Mr. Reams. Yes. 

Mr. Hagen. There is a lot in what you say. However, the wit- 
nesses come here often representing only themselves and their own 
businesses. Would you suggest that we give this witness 5 minutes 
more to finish ¢ 

Mr. Reams. He has been on for nearly 30 minutes now. Here are 
people who have missed their planes—they have come from long dis- 
tances—who represent bona fide interests and bona fide people. It 
was obvious from the beginning that this man has just gotten together 
a phony group of five people so that he could come here and make a 
speech. ‘That is all that is. 

Mr. Moss. Mr. Chairman, I believe I still have the floor. 

A few minutes ago I came to the gentleman’s defense, primarily, 
I believe, because of the same reason that Mr. Reams feels we should 
give everyone a fair hearing. But I have now concluded reading the 
testimony, and I cannot find a single suggestion other than the gen- 
eral statement that we should increase the efficienc v, which is a recog- 
nized fact. I have not heard it disputed by anyone. I find not a 
single recommendation having any bearing on any class of mail. 
There are a lot of generalized statements. I feel there is no point 
in his continuing unless he wants to bear at this point directly on 
the question of whether or not we should approve or disapprove the 
bill before the committee. 

The Cuatrman. The Chair will ask about three questions. 

I notice you have an elaborate letterhead here. 

Mr. Kay. It is a very cheap letterhead, Mr. Chairman. 

The Cuarrman. Entitled “Mail Users Association of America, Inc.” 

Mr. Kay. Yes, sir. 

The Cuarmman. When was it incorporated ¢ 

Mr. Kay. The papers were returned from Delaware Monday. 

The Cuarman. Last Monday ? 

Mr. Kay. Yes. I had originally sent a letter 

The CHarmman. Let us get this, because the question has been raised 
on both sides. 

You were incorporated last Monday ? 

Mr. Kay. Yes, sir. 
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The Cuamman. You represent five people, do you? 

Mr. Kay. Yes, sir. 

The Coarmman. Who are they that you represent ? 

Mr. Kay. In Washington there is Sara Smith; myself, Raymond 
Kay; D. Roland Potter. 

The CHarrMan. He is general counsel, I see. Who is the next one? 

Mr. Kay. | will have to go back to my office and pick up the other 
two names. 

The Cuamman. You do not know who the other two are? Mr. 
and Mrs. Smith ¢ 

Mr. Kay. Let me say one thing. 

The Cuarrman. Mr. and Mrs. Smith are two of them, is that right? 

Mr. Kay. No, there is just Sara Smith. I do not know if she is 
Mrs. or Miss. 

The CHamman. Do you know her / 

Mr. Kay. Yes, sir. 

The Cuairman. Is she down to your office? 

Mr. Kay. No, sir; she is here in Washington. 

The CuarrMan. Then you are the second one. Smith comes first. 
Then you come next, and then comes D. Roland Potter, and the other 
two you do not know. 

Mr. Kay. Mr. Chairman, let me say—— 

The Cuairman. Is that correct ? 

Mr. Kay. I do not know the others. I have to go back to the offite 
and pick up my records. 

The Cuarmman. To find out what the names are? 

Mr. Kay. I have the full names. 

The Cuairman. Yet you are the executive secretary. 

Mr. Kay. I willbe. 1 will be executive secretary. 

The Cuairman. But you are not yet ? 

Mr. Kay. Oh, 1am now for the record. 

The Cuatmman. It says here you are executive secretary of the Mail 
Users Association of America, Inc., 206 First Street SE., Wash- 
ington, D.C. 

Mr. Kay. Let me say this in all sincerity, and get this straight, the 
original letter to the committee. 

The CHairman. Who is in the office besides you? If somebody 
goes to 206 First Street SE., who would they find in the office ¢ 

Mr. Kay. Myself, Mr. Potter might be there or some of my em- 
ployees might be there. 

The Cuairman. How many employees are there / 

Mr. Kay. Two. 

The CuairMan. Besides you and Mr. Potter ? 

Mr. Moss. Mr. Chairman, as I say, I am always extremely reluctant 
to deny a witness the right to be heard. I have listened to his testi- 
mony for hours but I just cannot feel that this gentleman is appearing 
here and is contributing anything of any particular value. There has 
been a calling of our attention to the need for improvement in methods. 
I certainly agree with that. But I think it is trying our patience to 
just continue on with this statement and apparently speaking for a 
rather nebulous organization at best. 

Mr. Kay. Mr. Chairman, I would like to straighten that thing out. 

Mr. Crereiia. I move that the witness be excused. 
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Mr. Gusser. Could I ask just one slight question of the witness 
before he is excused ? 

The CHamrman. One question. 

Mr. Gusser. Was it your intention on the basis of this testimony 
to go out and sell your services throughout the United States? 

Mr. Kay. Sir, let me say this, instead of getting things backward. 

Mr. Gusser. Will you answer my question ? 

Mr. Kay. I will in time. 

The Cuarrman. Answer that question. 

Mr. Kay. I think I am entitled to answer the first question first, 
the answer to your remarks, That was that my original letter to the 
committee 

The Cuarmman. I did not make any remarks, I asked a question. 

Mr. Kay. The original letter to the committee was on the stationery 
of Apex Business Services, Inc. It stated that this new association 
was being organized, that it had not been fully organized as yet, 
that I could not appear and represent the association, and that as soon 
as it was organized, [ would appear. 

The Cuarrman. What became of Apex? 

Mr. Kay. Apex is still across the street doing business and is very 
much in the mail business, the printing of mail business. 

The CuarrMan. So you left Apex and went to the Mail Users? 

Mr. Kay. No, sir; 1 am president of Apex and here is the card. 

The CHarrmMan. But you are representing Mail Users here? 

Mr. Kay. So I object to that word “phony.” There was nothing 
phony about it. 

The Cuamman. The Chair has not charged you with being phony. 

Mr. Kay. I was called phony. 

Mr. Gusser. Could I have my question answered? Was it your 
intention on the basis of your testimony before this committee to 
go throughout the United States or to go to other places and attempt 
to sell your services or the services of this newly formed association? 

Mr. Kay. Sir, I am not interested in representing people. 

Mr. Gupser. Your answer is “No,” I take it? 

Mr. Kay. No; it is not “No” in that case. I told you I did represent 
7,000 small-business firms throughout the country successfully and 
that a very large number of them are in the mail-order business and 
they would look to me to help them if I could. But as far as doing 
what you might call a lobbying job or making a nickel out of it, T 
am not interested in that phase of the business. 

Mr. Gurser. Was it your intention to sell your services on the basis 
of the testimony which you presented here as more or less as a recom- 
mendation of what you could do? Then am I correct in saying that 
your answer is not “No”; in other words, it is “Yes”? 

Mr. Kay. I am not looking to making any money for my services. 

Mr. Gupser. You did not intend to try to sell your services on the 
basis of this testimony or use this testimony as a recommendation that 
your services are worth while? 

Mr. Kay. My services; no. 

Mr. Gusser. You do not intend to try to sell them ? 

Mr. Kay. No, sir; not my services. 

Mr. Bourton. Or the services of your company. 
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roMr. Kay, The'services of the association, I believe the péople have 
a right to unite and group together their efforts and I do not believe 
any one firm should be asked to support any program of this nature. 

Mr: Boiron: May T ‘ask what the assets of the company amount to 
at present’? 

Mr. Kay. The association ? 

Mr. Borron. Yes. 

Mr. Kay. About $150. 

Mr. Moss. I would like to suggest that we do excuse the witness 
and if the witness wishes to come back better prepared to deal with 
the subject matter at hand, that he be permitted to file a request to 
appear before us in executive session to present his statement. 

Mr. Gusser. As a representative of Apex Co.? 

Mr. Moss. In whatever capacity he desires. 

Mr. Creretia. Iam not going to waste any time with him. 

Let me ask a few questions, please. 

Mr. Kay. You said you were not going to waste any time. 

Mr. Reams. Mr. Chairman, I would like to make a motion that 
without wasting any more time now—it is 4 o’clock, and we have wit- 
nesses here who have come here from a long way—I would like to make 
a motion that this witness be excused, period. 

Mr. Moss. Seconded. 

The Cuarrman. You have heard the motion. It is seconded. Is 
there further discussion ? 

Mr. Moss. Question. 

The CHarmman. The question is ordered. All those in favor say 
“Aye.” Opposed, “No.” 

Mr. Creretta. No. There is a division, Mr. Chairman. 

The Cuarrman. You are excused Mr. Kay. 

Mr. Arthur P. Lawler, whose statement was placed in the record, 
has been asked to return because it appears that someone or some 
members of the committee might want to ask some questions. Is that 
correct, Mr. Lawler? 

Mr. Lawuer. That is correct. 

The Cuarrman. Are there members who want to make inquiry of 
Mr. Lawler? Mr. Lawler left his statement to be inserted in the record 
and someone who examined his statement thought that they wanted 
to ask him a question or two. I do not know who the members were. 

Mr. Boron. I believe the gentleman may have had me in mind 
and I have since answered my question that I had at the conclusion 
of his testimony. 

The Cuarrman. All right. You have no questions? 

Mr. Borron. I have no further questions of the witness. 

The CHatmman. You are the one who asked to have him return? 

Mr. Botton. Yes. 

Mr. Lawter. I did want to amplify the remarks, but in view of the 
hour and the fact that Mr. Cole is going to go on, I think that I will 
at this time let this testimony sit as it is and let Mr. Cole go on. 

The Cuarrman. Are you satisfied now with your statement that 
has been submitted? We do not want any complaints later on. 

Mr. Lawter. Yes; I will stand on it. 

The Cuamman. All right, just so we know. 

Mr. Hagen. Mr. Chairman. 
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The Cuarrman. Mr. Hagen. 

Mr. Hagen. Since 2:55 we have had no quorum in this committee. 
it is now 4:05. I have been patient in not desiring to recess this 
hearing. We now are rather tired. We worked hard yesterday and 
the day before, both morning and evening sessions, and this morning. 
So at this time I think we should take a recess. I make a point that we 
do not have a quorum, and for the record it is now 4: 10. 

The Cuarman. The gentleman objects to continuing the hearing 
while there is no quorum ¢ 

Mr. Reams. Will you withhold your motion a moment? 

Mr. Hacen. I will withhold the motion a minute. I will yield 
to you. 

Mr. Reams. Here is a man who has continued his reservation back 
home for the third time and has missed the plane each time. I think 
we ought to take into consideration these people. It was not his 
fault. 

Mr. Hagen. I do not know who you are talking about. It is only 
one individual and we are a lot of Members of Congress who have 
worked hard during these days. We have set a new record in the 
history of this committee of continuous hearings, exhaustive hearings. 

This is Saturday afternoon, 4:10, and by rights we should not be 
here at this time. We are tired and I am tired, too. So I do insist 
there is a point of no quorum, and I, therefore, point out that there 
is no quorum. 

The Cuamman. The gentleman points out a quorum is not present 
— i committee is adjourned until next Monday morning at 10 
o’clock. 


(Whereupon, at 4:10 p. m., a recess was taken until Monday, 
July 27,1953, at 10 a. m.) 
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MONDAY, JULY 27, 1953 


House or Rerresen Tat ives, 
CoMMITTEE ON Post Orrick AND CIviIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 213, House 
Office Building, Hon. Edward H. Rees (chairman) presiding. 

The Cuatrman. The committee will be in order. 

Friday evening, before we considered the motion to end the hearings 
on Saturday, which was defeated, some members insisted that Mr. 
Robertson be called back to make his statement. Mr. Robertson is an 
Assistant Postmaster General. We have one witness who has testified 
who wanted to return to complete his statement. So we will call that 
witness, Mr. Netherton, after which we will cal! Mr. Robertson. 

Mr. Netherton, will you continue with your statement? We do not 
want to cut you off. 


STATEMENT OF ROSS D. NETHERTON, LEGISLATIVE COUNSEL, 
AMERICAN AUTOMOBILE ASSOCIATION 


Mr. Nernerron. I already have filed with the committee on July 17 
a statement which explains the problem. It goes into the position 
which the American Automobile Association has adopted with respect 
to that problem and which I am sure the members of this committee 
have by this time studied. So, with your permission, I would like t 
speak from notes of my own here for about 2 or 3 minutes simply to 
restate the problem and our position. Then I will offer ‘nyo for 
any questions which the committee has. I think that would be the 
best way to fairly get our problem before this committee and at the 
same time expedite the proceedings. 

The problem, though technical, I think can be reduced to simple 
terms. From 1879 until 1932, under the free-in-county privilege, pub- 
lishers of second-class publications were permitted to locate their 
offices of publication and entry post offices in small towns outside of 
their headquarters city, and to mail from these smalltown offices of 
publication their magazines into the headquarters city at bulk rates of 
114 cents per pound. 

In 1932 the Congress added to the free-in-county privilege the 
so-called headquarters rate requiring that henceforth such publications 
when mailed by the publisher into his headquarters city would be 
charged postage at the rate of 1 or 2 cents per copy, depending upon 
the weight. This represented a rate increase of about 1,000 percent 
on that portion of the publisher’s mail. It represented, of course, a 
lesser percentage, but I will say several hundred percent on the overall 
postal cost. 
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Therefore, the 72d Congress in 1932 provided that the headquarters 
should apply to publications which obtained their second-class entry 
after that date. Publications retaining their present 1932 post-office 
entry in this fashion could continue to use the bulk rate for their head- 
quarters city mail. 

The law remained thus until the act of October 30, 1951, when the 
Congress rephrased the free-in-county privilege and as we stated 
failed to retain the protective language which existed for 20 years. 
Thus in a nutshell here is what happened. For 20 years prior to the 
last postal-rate-revision bill Congress carefully preserved this delicate 
balance of the equities which were involved in the headquarters rate 
and which had been recognized. Then the protective language was 
deleted and the harmful results which the Congress and the Post Office 
Department both have said time and again they did not desire actually 
came to pass. The rates, as I suggested, on this portion of mail went 
up about a thousand percent, the overall postage cost went up several 
hundred. Five hundred I would say is a good average figure. 

Now, our position is simply this: We would like to have this com- 
inittee with this opportunity now before them in H. R. 6052 to amend 
the bill to restore this protection and we think it is fair, since a study 
of the legislative history of the act of October 30, 1951, shows that the 
82d Congress deleted this protective language, this grandfather clause, 
if you please, inadvertently and unwittingly, and if the question 
could have been brought before the House and this committee last 
year, as there was insufficient time to do, we feel sure that this commit- 
tee and the House would have enacted corrective legislation as the 
Senate did actually do when the mistake was called to their attention. 

Beyond the correction of this mistake, the American Automobile 

Association, interested as it is in postal matters because its clubs pub- 
lish magazines carrying news and information of their activities 
to their subscriber members, ce no particular specific recommenda- 
tion to offer. We would emphasize this, that the policy favoring low 
postal rates for second-class publications engaged in the dissemination 
af news and information and published by nonprofit organizations 
devoting as much of their budget as possible to the civic ‘and public 
services, is a wise policy and neither direct nor indirect. nullification 
of it should be undertaken in this bill that is before the committee. 

If I may simply go back to the statement and emphasize one more 
point, I have said there that publishing is not the primary business 
of motor clubs. It is a means of carrying to the public and their 
members the information of the club activities. Our records show 
that no motor-club magazine is published at a profit. All are carried 
in various degrees by the financial resources of the motor club, Thus, 
as I have said before, there is always a delicate balance between the 
organization’s resources that it ean devote to magazine publication and 
what it has left to devote to its other services such as sponsoring and 
promoting the school safety patrols, driver-education courses, traffic- 
law-enforcement conferences involving local officials and citizens and 
research into highway-improvement projects. 

This amendment we propose would not exempt the publication so 
affected from paying any general uniform rate increases that were 
enacted in the law of 1951 or which would be enacted in this law if 
Congress feels that it is necessary in the public interest to enact general 
uniform increases. 
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“This ametidmient would merely restore the protection which has 
always, under the free-in-county privilege, up until the act of 1951, 
beeti’enjoyed by this class of publishers and second-class-mail users. 
Under the circumstances we think fairness and good public policy 
requires just this. 

I think that states the problem fairly. The document which I filed 
on the 17th is a more complete document and a reference document 
in which TI go into the explanation and the legislative history of these 
policies and the action of this committee and the House generally in 
much more detail. I think that that being before you, you have the 
information which will permit you to come to grips with this problem. 

Mr. Chairman, I think that is all I would care to say before 
questioris. 

The CuarrMan. Thank you. 

Mr. Lestnsxt. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 

Mr. Lesrnskr. Mr. Netherton, do you know the exact rates you are 
paying now and what you were paying in 1932? 

Mr. Nerrerton. Let me see if I understand the question. 

Mr. Lestnsxt. What were you paying per copy or per volume at 
that time ? 

Mr. Netuerron. In total figures I cannot answer that. I can tell 
you the rates. 

Mr. Lestnskt. What were the rates? 

Mr. Nernerton. The rates were charged in this fashion. For mag- 
azines-which were sent to subscriber members within the county of 
publication, delivered, that is, from the post office where the magazine 
was entered as second-class matter, 1 or 2 cents a copy, depending on 
weight. For everything else, throughout the territory of the organ- 
ization, which was generally a Statewide territory, 114 cents per 
pound, 

Mr. Lestnsxt. That is the rate as of 1932? 

Mr. NeTHerton. Yes; 1932 to 1951. 

Mr. Lestnsxt. In 1951 it was what? 

Mr. Nernerron. 1951 provided that the per copy rate of 1 or 2 
cents per copy would be charged henceforth on the mail going into the 
headquarters city, that is, the city where the headquarters or principal 
business office of the organization was located, as well as the portion 
which was delivered by letter carrier from the post office where it was 
entered. 

The drastic results of that increase came about where you had, as 
in your own State of Michigan, the Automobile Club of Michigan 
with approximately 300,000 members, half of which were in the head- 
quarters city of Detroit, since it is the largest city in the State. ‘There- 
fore, you can see that after 1951 about one-half of the magazines would 
have to carry 1 or 2 cents—in this case it would be 2 cents because 
the weight of the magazine would require it—would have to carry 2 
cents a copy postage whereas, previous to that time half would go for 
114 cents a pound. 

To put it in other terms, it would mean instead of sending 8 copies 
for a cent and a half, I am assuming a 2-ounce magazine and 2 cents 
per.copy rate, the magazine after 1951 would pay 16 cents a pound. 

Mr. 'Lesinsxt. In other words, 2 cents a copy. 
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Mr. Neruerton. Two cents a copy works out on the weight I am 
assuming, 2 2 ounces, to 16 cents a pound. 

Mr. Lastnsxi. The reason I brought that out. is that I wanted. to 
point out the large jump in the prices in the cost of handling this mail 
to you. You mentioned a thousand percent increase; it seems in- 
credible that that should happen. I wanted you to pinpoint the exact 
cost that you paid previously and what you are paying at the present. 

Mr. Nernerron. In the case I was just talking about it was a thou- 

sand percent on the Detroit mail. Its overall postage cost increase 
was 666 percent, I believe. That was in addition to the 30 percent 
over the 3-year period of increase which was a general and uniform 
rate increase. 

Mr. Lesinsxr. You were paying a cent and a half per copy. Now 
you are paying 2 cents a copy. 

Mr. Neruerron. Yes. 

Mr. Davis. Do you operate a separate corporation in each State in 
the Union? 

Mr. Neruerton. The American Automobile Association is made 
up of over 700 affiliated clubs and branches. That works out to 
slightly over 300 separately, independently incorporated motor clubs. 
They are nonprofit corporations in each State. 

Mr. Davis. Do you have this same problem in each State that you 
mentioned with reference to Michigan and which you mentioned in 
your State with reference to Illinois? 

Mr. NerHerton. We do not, sir, because not all of our clubs publish 
magazines and not all of those that do publish magazines have retained 
their pre-1932 entry. 

Mr. Davis. Where you do publish it? Do you have this same problem 
in each State or is it merely confined to one State all over the country? 

Mr. Neruerron. I can say it exactly ; there are 20 magazines located, 
I should say, in some 18 States which have this problem. 

Mr. Davis. You have this same problem then in each State. 

Mr. Neruerron. In every case, sir. 

Mr. Davis. That is all, Mr. Chairman. 

The Cuarrman. Any further questions on my right? 

On my left? Mr. Hagen. 

Mr. Hagen. Mr. Netherton, you indicate that you have about 20 
magazines in 18 States which are affected by this problem which you 
have outlined to us. Would it also affect any additional clubs which 
may want to start publications any time in the future? 

Mr. Neruerron. No, sir; it would not, because magazines or publi- 
cations which obtained their second-class entry after 1932 do so-with 
full realization that the headquarters rate would be one of the factors 
in figuring their postal bill. Therefore, this only applies in our case— 
that is, the American Automobile Association—to some 20 magazines 
which were entered as second-class matter before 1932 and have re- 
tained the second-class entry at the place of their pre-1932 entry. 
However, it does apply to other publishers, principally, and I would 
cite here the excerpt from the debates when the 1932 bill came to the 
floor of the House, and that you will find on page 4 of my statement— 
I would cite the language of Mr. Kelly, he says at that point: 

There are perhaps 100 publications of this character. I will say that applies 


largely to publications of the religious, educational, and fraternal class issued 
by the associations which are not operated for profit. 
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Therefore, my point is this, while there are about 20 of our publica- 
tions which have retained their pre-1932 entry, there are others, the 
exact number of which I do not know, of this class, religious, educa- 
tional and fraternal, not for profit organization, which would still be 
affected. 

Mr. Hacen, What you say now points up the discrimination in- 
volved in this case, does it not? These 20 are discriminated against ? 

Mr. Netuerton. The 20 and such others of these religious, educa- 
tional, and fraternal classes that still retain their pre-1932 entry. 

Mr: Hacen. Referring to these 20 magazines in 18 States, do they 
have an increased postal rate because of the last postal rate increase 
laws we passed, of 500, 800, or 900 percent‘ 

Mr. Neruerton. Those figures require explanation. 

Mr. Hacen. You cannot answer, Yes or No? 

Mr. Neruerron. I would prefer not to. 1 could say yes, but in do- 
ing so I would want to explain that the 8 or 9 hundred percent applies 
to that portion of the circulation which is the headquarters city. 
Their overall rate increase would be—I would estimate from the re- 
search that I have had an opportunity to do and the telegrams I 
received in response to my query about their experience—it would 
range in an overall postal rate increase between 300 and 500 percent. 

Mr. Hacren. Were you aware of that possibility at the time of the 
heari ings in 1950 and 1951? 

Mr. Nernerton. No, sir. 

Mr. Hacen. The committee apparently was not aware of it either. 

Mr. Neruerton. There is nothing in the record to indicate that 
they questioned the statement of Postmaster General Donaldson when 
he said that he did not request or ask for any change in the basic law. 
That.while he was against preferences, he was against them other than 
already existing. I think, therefore, if 1 may say so with complete 
respect for the Congress, that they were lulled into a false impression 
about this law. 

The CrarrMan,. Will you yield right there? 

Mr. Hacen. Yes. 

The Cuarrman. I was under the impression, sir, that someone from 
your organization testified on this subject matter before this com- 
mittee previously. I may be wrong, but I thought they did. 

Mr. Netuerton. I think you are, sir. This is the first opportunity 
we have had to bring this to the attention of the House. 

As I said, there was a bill which was introduced and passed the 
Senate last session. I mean by that the 2d session of the 82d Congress. 
But this is the first opportunity that corrective legislation has been put 
before this committee. 

The Carman. I was under the impression that the American 
Automobile Association did testify before this committee on at least 
one other occasion. I may be mistaken about that. That was my 
impression. 

Mr. Neruerton. My point is this: I believe it may have been that 
our name was used in connection with the bill before this committee 
this year, H. R. 1935, the educational bill, because we do distribute 
some educational films to schools and in that connection it may have 
been, but that has not to my knowledge been up before the committee 
before. 
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Mr. Hagen. In further answer to your observations I feel confident 
that this committee would not have discriminated against your. greup 
and caused the overall postal increases of 500 or so percent if they 
had known this situaticn. I am sure this committee would not.do so 
if they know the full facts and full story, because that would be dis- 
crimination. It was not the intention of the Postmaster General 
either, I am sure. He has indicated the postal increase would be 
about 42 percent. I do not think it is the intention of the Post Office 
Department or this committee to raise the rates to the extent of 500 
ata 

Mr. Neruertron. May I respond to that and to the comment of 
Mr. Rees a minute ago on our past attitude in these respects. We did 
not appear in protest of the 1951 rate proposals because it appeared 
that they were to be of a general and uniform character. As I have 
pointed out in my statement, we are not opposed to gradual, moder- 
ate increases which are thoroughly in keeping with the way that Con- 
gress has handled the matter of preference rates for second-class pub- 
lications in the past. That is something which is a matter of con- 
gressional policy and we are perfectly willing to leave it there. So 
we did not appear in protest last time against the 30 percent or even 
that 100 percent over the 3-year period which the Postmaster General 
requested. 

Mr. Hagen. I think you have made your case as far as I am con- 
cerned, 

Just one final question: Would your problem and situation be solved 
by the passage of H. R. 1046 introduced by Congressman Lesinski or 
the adaption of his bill as an amendment to the present postal rate 
bill? 

Mr. Neruerron. It would, sir, and I have tried to adapt H. R. 1046 
to the present bill in the proposed language I have appended to this 
statement. 

Mr. Hacen. Thank you very much. 

Mr. Chairman, at this point I would like to file for the record a 
telegram relative fo H. R. 1046, from E. Ray Cory, president of the 
Minnesota State Auto Association, urging favorable action on H. R. 
1046, and of course urging that it be included as an amendment to this 
new proposed postal rate increase bill. 

The Cuarrman. Without objection, the statement will be inserted 
in the record at this point. 

(The telegram follows :) 

MINNEAPOLIS, MINN., July 16, 1958. 
Hon. HArotp HAGEN, 
Chairman Post Office Committee, 
House of Representatives, Washington, D. C. 


Dear Harowp: It has been called to my attention that H. R. 1046 is before 
your committee. As president of the Minnesota State Automobile Association, 
which now numbers almost 100,000 motoring families in Minnesota can tell you 
frankly that the future of our official publication is seriously threatened by 
Public Law 233. (We are mailing you sample copies of recent issues.) 

As you know, our AAA publication here in Minnesota is not a mere propaganda 
piece for our organization. Its purpose is to apprise the motorists of our State 
on current problems affecting them in the fleld of highways, traffic safety, and 
80 on. 

More than that, once each year in April it is published as a special Minnesota 
vacation issue and is distributed nationally to over 1,000 AAA offices, chambers 
of commerce and travel bureaus. We do this at a financial loss, for the sole 
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purpose of promoting Minnesota's great vacationland because we recognize how 
important the tourist dollar can be to Minnesota’s entire economy. 

‘Therefore, we feel that Public Law 233 has done a publication such as ours a 
particular injustice. Under the new law, our mailing costs have become pro 
hibitive and it is my sincere feeling that we cannot continue our efforts through 
the medium of our publication unless Public Law 233 is amended. 

We hope that you will support H. R. 1046 in the fullest possible measure and 
we assure you that we will deeply appreciate your efforts. 

We are perfectly willing to go along with an increase in postal rates, but we 
do not believe that the Congress of the United States is aware of the penalties 
imposed on publications such as ours when Public Law 233 was passed. 

Assuring you of our fullest cooperation at all times and with kindest personal 
regards, I remain, cordially. 

EB. Ray Cory, 
President, Minnesota State Auto Association, 

Mr. Murray. The principal mail I have received about this matter 
is from the State of Michigan. It seems that your office of publication 
is at Ypsilanti. 

Mr. Neruerton. That is correct. 

Mr. Murray. And your principal office is in Detroit. 

Mr. Netuerton. That. is correct. 

Mr. Murray. Where is your publication printed, in Detroit or 
Ypsilanti? 

Mr. Nernerton. Actually, it is printed in Lansing. It is taken by 
truck to the post office at Ypsilanti and mailed there. 

Mr. Murray. How long has the Ypsilanti post office been the point 
of entry ? 

Mr. Neruerron. That is covered in the correspondence which I 
have. It is pre-19382. 

Mr. Murray. About how long? 


Mr. Nernerton. Approximately since 1919. I can give you the 
exact date. 
Mr. Moss. Mr. Murray, I note that I have had ns from 


the California State Automobile Association citing the example of 
some 700 percent increase in handling the publication of that associa- 
tion from the headquarters in San Francisco. 

The Cuatrman. Any other questions? 

Mr. Neruerton. Mr. Chairman, along the line of Mr. Moss’ ques 
tion, I have queried these clubs which are affected and asked specifi- 
cally for their experience since April 1952. It is the best I could do 
on short notice to get specific facts and figures. I have eight telegrams 
which I would like to introduce in the record. I have given Mr. Belen 
copies of them for the members. 

The CuarrMan. Are they similar ? 

Mr. Neruerron. They are similar in that they tell what the club 
has experienced. 

The CuHarrMan. Without objection, we will place them at this point 
in the record. 

(The telegrams follow :) 

MINNEAPOLIS, MINN., July 16, 1953. 


Ross NETHERTON, 
Manager, AAA National Headquarters, Washington, D. C.: 


Re your wire of July 15 mailing costs on our publication have increased over 
$6,000 per year. This increase, under Public Law 233, amounts to over 500 
percent. Copies of wires sent to Congressman Hagen being sent you via airmuil. 

H. M. Crate, 
Perecutive Secretary, Minnesota State Auto Association. 
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NEw HAVEN, CoONnN., July 16,' 1958. 
Ross D. NETHERTON, 


Manager, Legislative Department, AAA, Washington, D. C.: 
Headquarters mailing cost increased 498 percent. Overall increase 270 percent. 
We are wiring Congressman Cretella. 
R. EB. STEELE, 
Manager, Connecticut Motor Club AAA. 


Curcaeo, IL1.,. July 16, 1958. 
Ross D. N&THERTON, 


Manager, Legislation, American Automobile Association, 
Washington, D. C.: 
Additional cost to our club since change in postal laws imposing per-copy rate 
on headquarters mailing approximates $650 additional per month. 
JAMES BE, BULGER, 
Chicago Motor Club. 


PHILADELPHIA, PA., July 16, 1953. 
Ross D. NETHERTON, 


American Automobile Association, Washington, D. C.: 
KA-SE-AC Monthly cost up 518 percent, overall cost up 633 percent, 
T. W. McGRATH, 
K. of C. Auto Club. 


Los ANGELES, CALIF., July 16, 1958. 
Ross D. NETHERTON, 


American Automobile Association, Washington, D. C.: 


Westways headquarters city mailing cost since April 1952 has averaged $837.87 
per month. Total mailing cost same period has averaged $1,286.09 per month, 


Experience previous to removal of “grandfather” clause for headquarters city 
mailing averaged $135.19 per month. Total mailing averaged $504.80 per month, 
Removal of clause has resulted in a 520-percent increase in headquarters city 
mailing cost. Please advise Trepagnier that I have provided you with this in- 
formation. Wires to Congress Members going forward. 


Pui TowNsEND HANNA. 


Seattte, WAsH., July 16, 1958. 
Ross D. NETHERTON, 


Manager Legislative Department, 
American Automobile Association, Washington, D. C.: 
Re your telegram on magazine mailing costs. We have 1-cent rate for head- 
quarters city because of light weight of magazines. Overall cost for July issue 
222.19. Headquarters city portion of that, $200.50. Mailing costs for magazine 
jumped from $311 for 7 months in 1951 to $1,588 for comparable 7 months after 
March 1952. Approximately five times more per month. Bulk of membership is 
in headquarters city where no longer get bulk mailing privilege. Still use Kirk- 
land post office but has no advantage. 
Russe_t W. Van Rooy, 
Editor, the Washington Motorist Auto Club of Washington. 


CLEVELAND, Onto, July 16, 1953. 
Ross NETHERTON, 


American Automobile Association, Washington, D. C.: 

Mailing cost of Ohio Motorist from Painesville in March 1952 was $274.44; 
mailing from Cleveland the following month cost $1,577.67. Reduced size and 
weight of magazine now results in monthly mailing cost of approximately $850. 

CLEVELAND AvuTO CLUB, 
R. A. BoLanp, Counsel: 
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LINGHAMTON, N. Y., dtély 17, 1953. 
R. D. NETHERTON, 
American Automobile Association, Washington, D. C.: 
Motor News has been discontinued due to excessive costs. 
SoUTHERN NEw YorK AUTOMOBILE CLUB. 


Mr. Murray. How many clubs are affected by this change? 

Mr. Nernerron. My count is 20 magazines of our organization. 

Now, there are others of the fraternal, educational, and religious 
class wich I do not know about, but which were referred to as having 
this same situation in 1932 when the headquarters rate was enacted. 
[ feel sure that many of them have retained their entry and so would 
be affected now. 

The Caamman. Thank you, Mr. Netherton. 

Che Chair has received statements that have, | am advised, been 
placed at the desks of the members, from the following: 

Mr. J. R. Comnisky, publisher, the Saturday Review, New York 
City; 

Mr. E. C. Smith, general manager, National Wholesale Co., Lex- 
ington, N. C.; 

Mr. Harold Brown, president, C & D Co., Grand Rapids, Mich. ; 

Mr. Marshall F. Norling, president, Red Comet, Inc., Littleton, 
Colo. ; 

Mr. S. Simon, traffic manager, Magazine Management, Inc., New 
York City; 

Mr. H. E. Harris, H. E. Harris & Co., Boston, Mass. ; 

Mr. A. H. Kulikowski, publisher, Opportunity Publishing Co., Chi- 
cago, Il. ; 

Mr. Walter P. Phillips, president, Betty Phillips Greeting Cards, 
Newton, Mass. ; 

Mr. Richard L. Bowditch, president, Chamber of Commerce of the 
United States; and 

Mr. Raymond P. Fischer, president, Combined Locks Paper Co., 
Combined Locks, Wis., requesting that these prepared statements be 
placed in the record. If there is no objection, they will be placed in 
the record at this time. 

(The statements follow :) 

CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., July 21, 1953 
Lion. Kpwarp H. REeks, 
Chairman, Committee on Post Office and Civil Service, 
United States House of Representatives, 
Washington 25, D.C. 

Dear Mr. Rees: In connection with your consideration of the proposals of 
the Postmaster General for increases in postal rates, I should like to inform you 
that the executive committee of the Chamber of Commerce of the United States 
at a meeting in Washington today took the following position: 

“Pursuant to the long-established policy of the Chamber of Commerce of the 
United States for a balanced Federal budget and economy in Government, the 
executive committee of the chamber, meeting today in Washington, unanimously 
voted to favor the administration’s objective of reducing the postal deficit by 
effecting economies and by increasing postal rates as recommended by the Post- 
master General. 

“The executive committee also approved of the congressional studies now being 
made of the Post Office Dpartment to increase its efficiency, improve operating 
practices and revise rate-making policies and procedures. If the results of these 
studies disclose inequities in the rates now proposed by the Postmaster General, 
such rates should be adjusted accordingly. 
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‘The chamber is in full accord with efforts of the Post Office Department to 
install more efficient methods and modern procedures in the postal service, and 
believes efforts should be continued to improve the efficiency and reduce the 
costs of operating the Department. 

“In the interest of equal treatment for all, there should be no exemptions from 
the rate increases for special groups. Further, users of postal service should not 
be forced to absorb the expense of the free use of the mails by Government 
agencies.” 

Sincerely, 
Ricnarp L. Bowprrcn, President, 


Newton, Mass., July 24, 1953. 
Mr. FREDERICK C. BELEN, 
Chief Counsel, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Mk. BELEN: I am Walter P. Phillips, president of Betty Phillips, Inc., 
50 Hunt Street, Newton, Mass. 

I have a small business bringing in $300,000 per year. We use third-class 
mail almost exclusively. 

Since the last increase in third-class-mail rates, we have cut down our postal 
expenditure to get new business, because nany of our operations did not pay 
out. If another increase is put into effect, we feel sure that less business pro- 
motion by way of third-class mail will further decrease business for the mail- 
order houses. This will affect first and fourth classes of mail business whieh is 
generated by use of third-class mail; thus decreasing revenue to the Post Office 
Department in all three classes of mail. 

We strongly oppose any increase in third-class rates. 

Respectfully, 
BetTy PHILLIPS, INC., 
WALTER P. PHILiips, President, 


COMBINED Locks PAPER Co., 
Combined Locks, Wis., July 28, 1953. 
Post OFFICE AND CiviL SERVICE COMMITTEE, 
House of Representatives, Washington, D. C. 

GENTLEMEN: I appreciate this opportunity to make a statement to your com- 
mittee as to the effect which House bill 6052 would have on the industry in 
general and our mill in particular. 

Our mill is a relatively small unit in the paper industry, having an annual 
output of approximately 55,000 tons. Our wholly owned subsidiary, the D. M. 
Bare Paper Co., Roaring Spring, Pa., has an annual output of approximately 
15,000 tons. 

We have nearly completed improvements at the D. M. Bare mill which will 
double its capacity. 

About one-third of the output of our mills is sold to publications whose pros- 
perity is dependent upon the existence of reasonable second-class postal rates. 

About one-third of our capacity is sold to mail-order houses whose catalogs 
are sent out through the mails. 

Among the periodicals using our paper are such magazines as the official maga- 
zine of the American Legion; the Journal of the American Medical Association 3 
Argosy ; Florist Review; Everywoman’s magazine; and at times we supply paper 
to Hearst Magazines, Inc., for Good Housekeeping; and to Time, Inc., for Time. 

You no doubt know that the per capita consumption of paper in this country 
greatly exceeds the consumption in any other country. You no doubt also know 
that the per capita consumption of paper almost invariably coincides with the 
standard of living of a country. To our mind it is no accident that high stand- 
ards of living accompany a high per capita use of paper, for it is the wide dis- 
similation of knowledge which creates the demand for material things which 
not only arouses the industry and increases the productivity of the individual 
but also creates the demand for manufactured goods on which our standard of 
living depends. 

However, 1 am primarily concerned with the welfare and economic security 
of approximately 500 employees of the Combined Locks Paper Co. and of some 
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200 employees of the D. M. Bare Paper Co. of Roaring Springs, Pa. If we are 
able to maintain our present level of activity, these employees will continue to 
be employed a full workweek. If there is any material reduction in the demand 
for paper, we will go on a 4-day workweek. If the demand continues to decline, 
we will be forced to go onto a 3-day workweek and even a 2-day workweek. When 
a period of short workweeks occurs in the paper industry, employees are forced 
to restrict their own purchases to the barest necessities, and the entire paper- 
mill region and all other industries in that region immediately suffer effects. 
For example, there are some 18 pulp and paper mills within a radius of 30 miles 
of Combined Locks, Wis. This region suffered acutely during the depression 
period, and the suffering spread to operators of marketing gardens, fruit gar- 
dening, and all the service industries in this area. 

We are familiar with the financial picture of many of the publishers who are 
contract customers in our mills. Their postal cost has increased tremendously 
in the last 3 years, due to increases in second-class mailing rates. Many of them 
are now on the borderline between profits and losses. Any substantial increases 
in postal rates at this time will not merely cause them to curtail the size of 
their magazine, it will bankrupt many of these customers. 

We are now on a high plateau of earnings of individual activities in this 
country, largely sustained by demands directly and indirectly attributable to 
the Korean war. If, as we hope, an armistice is concluded and the expenditure 
of munitions terminates, this will result in a major industrial dislocation. If 
Congress throws the added burden on our economic life of a coincidental reduec- 
tion in the output of the paper and printing industries by increasing postal rates, 
the direct results on our industry will be a catastrophe. If Congress takes ac- 
tion which destroys magazines and periodicals of this country, which are prob- 
ably the greatest single avenue of public enlightenment which we enjoy, the in- 
direct results of such precipitate action will impair the economie life of our 
generations. 

Respectfully submitted. 

RAYMOND P. FISCHER, 
President, Combined Locks Paper Co., Combined Locks, Wis.; Chairman 
of the Board, the D. M. Bare Paper Co., Roaring Spring, Pa. 


STATEMENT OF OpporRTUNITY Pustisuine Co., Cruicaa@o, ILt. 


Mr. Chairman, members of the committee, I, Adam H. Kulikowski, speak as 
the publisher of Opportunity magazine, 28 East Jackson Boulevard, Chicago 4, 
Ill. Opportunity magazine has been operating for 30 years and serves and reaches 
every month close to 300,000 readers. These readers are typical American small- 
business men. Almost exclusively, they are agents, salesmen, distributors, wagon 
jobbers, route men, wholesalers, sales managers, manufacturers’ representatives. 
They operate on all levels of distribution, and according to authoritative sources 
they move about $10 billion worth of goods annually. Their function in our eco- 
nomic system, obviously, is extremely important, and nothing should be done to 
lower this level of performance. 

We, as a monthly publication for these salespeople, depend to a very great 
extent on third-class mailings. Last year the cost of these mailings amounted 
approximately to $45,550. This year, with approximately the same volume of 
mailings, our expenditures for third-class postage are running at a rate of 
$55,000 a year, an increase of $10,000 or more than 20 percent. This tremendous 
increase in postal costs affects our business very detrimentally, and if this trend 
continues may destroy our business. 

I feel that I am qualified to speak here also in the pame of the majority of our 
clients, who are predominantly small and medium-sized firms. These concerns 
are manufacturers and distributors of all sorts of goods. These companies use 
third-class mail for the purpose of building their volume and maintaining their 
business. They are also heavy users of parcel post. From our close and long 
contact with thousands of these firms, we know that they have been affected 
adversely by the increases in postal rates and that the increases contemplated 
under H. R. 6052 are bound to be detrimental to the growth of these companies. 

We are against the adoption and passage of H. R. 6052, and against further 
increases in postal rates, particularly in third-class rate and parcel-post rate, 
for these further reasons: 





586 POSTAL-RATE REVISION 


1. Postal serviee, as the name implies, is not a business run by the United 
States Government for profit, but an indispensable public service which must go 
on without regard to the cost to taxpayers. 

2. It is obvious that no private industry could operate this public service, and 
that only the Government can maintain it for the needs and satisfaction of the 
public. 

3. In consequence of the above, the so-called post-office deficit cannot be viewed 
in the light of a business operation. Many other departments of our Government 
are run and must be maintained as public service, i. e., operations of. the Agrieul- 
ture Department, Labor Department, or Department of Commerce. 

True, every Government operation should be as effective and economical as it 
can be made consistent with its purpose; but the application of a business yard- 
stick to the public service type of operation obviously is totally unrealistic and 
cannot find support in fact. : 

I am strongly against the proposed legislation, because it runs contrary to the 
fundamental concept and purpose of public service. 

But there are other valid reasons for my opposition. 

4. This bill, if passed, will endanger the existence of a type of business which 
to all intents and purposes is the nursery of our American free enterprise. | It 
must be realized that the field which we serve represents about 6,000 firms. 
Most of these firms are small and medium-sized. Approximately one and a 
half million men and women are engaged as representatives, solicitors, agents, 
distributors for these firms. This field performs an extremely important eco- 
nomie function: 

(a) As stated above, it is responsible for distribution of merchandise valued 
at about $10 billion annually. 

(b) It serve as an avenue and a means for new companies, new inventions, 
new enterprises, to find and develop markets for their goods. If we stifle and 
curtail the activities of this field through ill-advised legislation we will be deal- 
ing a blow against the very foundations of our economy. Our great industries 
have roots in operations and activities of thousands of these small and medium- 
sized firms. This is the laboratory and the nursery of our great business. 
From little acorns, great oaks grow. If we destroy the roots, the giants may 
topple over. 

The members of your committee no doubt realize fully what an important 
function distribution plays in our economy. The high levels of our production 
can be maintained only if the level of our distribution effort is maintained. 
The field we serve is responsible for attracting and training tens of thousands 
of new salesmen, who are indispensable for the distribution of the products 
of our great industries. If we discourage and overburden this source of sales- 
manship, we will definitely endanger the future of our economy; and your 
proposed legislation is bound to create conditions which will affect very ad- 
versely this indispensable economic activity. 

5. Volume of business in this country, and consequently the amount of tax- 
able revenue, depend to a great extent upon third-class mailings. If in conse- 
quence of the proposed legislation, business people are forced to cut down their 
third-class mailings as they will be forced to do, the revenne to the United 
States Government is bound to drop considerably. 

You, gentlemen, realize of course that many firms in the United States’ op- 
erate now on a diminishing returns basis. Many of the companies in this 
category are among our clients. Some of them are borderline cases walking 
a tightrope between profit and loss. But as long as they are permitted to have 
their ends meet they provide the Government substantial revenue. They pay 
local, State, and Federal taxes. They employ or give secondary employment 
to hundreds of thousands and even millions of people in this country who in 
turn pay their Federal taxes. Thousands of these companies may be forced 
out of business if further burdens like the proposed postal increases are placed 
on them. 

There are also many companies which, although presently operating satis- 
factorily and profitably, may become borderline cases in turn as a result of the 
proposed legislation. This is a dangerous and vicious spiral which may bring 
ruin to thousands of concerns. I feel that in the long run the proposed increases 
in postal rates will have only one effect; instead of cutting expenses they will 
cut the revenue of the Government. 

I feel very strongly that the only correct yardstick to measure. this Tegis- 
lation is the yardstick of public service. You cannot expect “profits” from 
the operations, for example, of Foreign Service Department. It is in the inter- 
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ests of this country to maintain its foreign representatives, because they perform 
on our behalf an extremely important and needed service. The same yard- 
stick obviously applies to our Defense Establishment. It is our insurance, 
and we must pay the premium. It would be totally unrealistic to apply to these 
operations the yardstick of business performance. I feel that the same is true 
of the postal service. 

For the above reasons, I respectfully urge you and the members of the House 
Committee on Post Office and Civil Service to reject the proposed rates on 
third-class matter. I also believe that there is no sound basis at the present 
moment upon which to place a new rate-increase structure, and that Congress 
and your committee should not act rashly concerning these matters but should 
take time to investigate this subject and weigh very carefully all pros and cons, 
always bearing in mind that real public interest and service comes first, even 
before ill-advised attempts at “economy.” 


KENMORE STAMP Co., 
Milford, N. H., July 22, 19538. 
Hon. Epwarp H. Rees, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Sik: With reference to the pending H. R. 6052 bill which is now before 
your committee, I wish to submit the following facts for your consideration. 

Five years ago I started a mail-order service to postage-stamp collectors, 
and today employ approximately 25 people. Last year my total dollar volume 
of business was $160,000, which realized a net profit slightly under $8,000—a 
net of less than 5 percent—-which did not include any salary for me as owner and 
full-time manager. 

If postage rates on first-class mail were to increase from 8 cents to 4 cents 
on the first ounce, this would mean an additional postage expense for me 
amounting to $2,500 annually; and as my own actual living expenses for 1952 
(after taxes) were about $6,000, an increase of $2,500 in postage expenses would 
certainly put my business in the red-ink column, 

An additional operating expense of this size would not enable me to expand 
my business; it would necessitate my curtailing more than $20,000 worth of 
adveristing for the coming 1954 season; and I would have to reduce my staff 
by 50 percent. 

Although we are a small business, we are located in a town of less than 4,500 
population, and I am told that a substantial cut in our payroll would have an 
adverse effect on the economy of the town. 

I sincerely hope that you will vote against this bill. I believe there must be 
thousands of other small businesses throughout the country that would be seri- 
ously hurt if this bill were enacted. 


Respectfully yours, 
Henry EB. Harris, Jr. 


Hon, Gougressman Rees and Members of the Committee on Post Office and Civi! 
Service. 

GENTLEMEN: My name is Samuel Simon, presently employed as traffic man- 
ager for Magazine Management, Inc., located at 270 Park Avenue, New York, 
N. Y., who are vitally interested in H. R. 6052, on which hearings are presently 
being held. Ambiguous phraseology in the bill, in its present form, if misinter- 
preted, may penalize our organization far out of proportion to what we believe 
to be the intent of Congress, or the desire of the Post Office Department. 

Specifically, we refer to section 2, subsection (C), starting at line 24, page 5, 
and continuing through line 3, page 6. It is our interpretation that it is the 
intent of the Post Office Department, through the passage of this bill, to obtain 
a minimum postage charge of one-half of 1 cent for each copy individually ad- 
dresséd, ‘and individually delivered, but that there is no intention to apply 
this minimum charge to each copy contained in a single package, when the copies 
contained therein are not addressed, and the complete package is intended for 
one addressee, and is, in fact, delivered to one addressee. 

Our contention is based on the words “package of unaddressed copies’ on 
line 3, page 6. It is our belief that those words are intended to exempt from 
the application of this minimum-charge provision, such copies contained in a 
package of unaddressed copies consigned to a magazine and newspaper dealer 
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for the purpose of resale. We can find no other purpose for the addition of 
those words in the bill in its present form. We have had several informal 
opinions from Post Office Department officials who believe our contention to be 
correct, but we can receive no positive assertion to that effect. 

We publish, among a group of 62 different magazines, a number which are 
physically small in size. Presently these publications are subject to pound 
rates provided for second-class mail, and are not affected by the current mini- 
mum charge of one-eighth of a cent per copy. The lightest of our publications 
weighs 8 pounds per 100 copies, contains less than 5 percent advertising, and 
is packed in boxes of 300 copies. Delivery of this single package presently 
costs 43144 cents, which would be increased, by section 2, subsection (a), to 
54 cents beginning October 1, 1953, and to 60 cents beginning July 1, 1954— 
reflecting increases of 25 percent and 40 percent, respectively. 

However, if the minimum charge of one-half cent per copy was erroneously 
applied due to a misinterpretation of the rule, the charge for this single pack- 
age would be increased to $1.50—an inerease of 250 percent. The Postmaster 
General, in his presentation to your committee, indicated that he was seeking 
increases in the charges for the handling of second-class mail, but he was 
certainly not seeking 250 percent. 

We, therefore, respectfully urge that the proposed bill, in its present form, 
be rewritten, insofar as the first sentence of section 2, subsection (CC), is 
concerned, so that the intent of Congress be specifically indicated and that the 
possibility of erroneous charges being applied through misinterpretation be 
éliminated. 

Furthermore, we know that the precipitous increase of 40 percent scheduled 
to become effective July 1, 1954, pursuant to section 2, subsection (A), will 
result in the discontinuance of many of our titles. An increase of such magni- 
tude does not afford us the opportunity of adjusting ourselves, in the short time 
allowed, to increases amounting to approximately $150,000 annually. It is the 
general practice, in industry, to apply increases in the smallest possible amounts 
so that gradual adjustments may be made to absorb these increases. This policy 
was adopted by the Post Office Department so that two 10-percent increases were 
made effective on the Ist day of April of 1952 and 1953, and a third 10-percent 
increase is scheduled to become effective April 1, 1954. 

To cope with a 40-percent increase in the short time before it takes effect 
poses a problem which may well be found to be impossible for us to solve. We 
do not deny the need of the Post Office Department for additional revenue, 
but we submit that the increases should be applied in such a fashion and in 
such amounts as will enable us to adjust ourselves to absorb these increases. 

Respectfully submitted. 


Trafie Manager, Magazine Management, Inc. 


Rep Comet, INc., 
Littleton, Colo., July 28, 1953. 
Hon. Epwarp REEs, 
Chairman of House Post Office and Civil Service Committee, 
Old Post Office Building, Washington, D. C. 

DEAR Str: Receipt is acknowledged of telegram from Mr. Frederick ©, Belen, 
chief counsel of your committee, in reply to our wire requesting an opportunity 
to appear before your committee in connection with the hearings being con- 
ducted on the matter of a proposed postal-rate increase. 

Due to the difficulties of our business which is suffering a recession in. line 
with the experience of most businesses in the country at this time, it is un- 
fortunate that we have to stay here and take care of our own business and be 
denied the opportunity to attend the hearings of your committee on this postal 
increase proposition which is of vital importance to us, as it is to all the people 
in the Nation. 

In the light of our inability te come to Washington to appear before your 
committee, we would like to submit this brief presentation of our strenuous 
objection to any increase in postal rates at this time. 

True, we oppose such an increase because it would work a great hardship on 
our business, but we think we are broadminded enough to overlook the impact 
of this increase on our business if this impact were to be limited to our business. 
It is our firm belief that the present administration could take no single step 
that would adversely affect the national economy and the general business 
conditions in this country at this time than to give a postal increase en this 
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brief study and with an apparent lack of the information and knowledge neces- 
sary to realize that the Post Office Department is not merely a business function, 
but is a basic governmental service as essential to the well-being and economy 
of this country as the highway system which is subsidized by the Federal Gov- 
ernment without any hope of striking a plus figure on the profit and loss side 
of the ledger. 

To us in the West it is particularly apparent that our old economy is good 
in major respect to the wonderful transportation and communication systems 
which this country has. We all agree that if the foreign countries were blessed 
with the communications and transportation systems we have in this country, 
they would not have many of the serious problems they have today, and to repair 
which our country is being forced to spend billions of dollars. 

In the very nature of things we all must recognize that small post offices in 
small rural communities throughout the land having a low volume of mail could 
not possibly function if the Government were to look at them solely from a 
standpoint of profit. To us it is unthinkable that at this late date we should 
look back over the great development of this country, brought about in no small 
measure by our wonderful communications system and our Post Office Depart- 
ment, and now decide that all of this is wrong and the post office cannot function 
except as a private business on a profit basis. 

It pains us to say so but we feel we must state that this new administration 
received our support in no small measure by reason of its pledge and repledge 
of efficiency and economy. It now seems strange to us that a matter so im- 
portant as this suggested postal increase can only be solved by brief hearings 
resulting in a postal increase and without taking the time to see if the post 
office condition cannot be greatly improved through efficiency and economy, and 
not through an immediate price increase which will seriously affect the economy 
of this Nation, and will dig into the pocket of everyone who uses the postal 
service. 

Another thought we feel is worthy of consideration is that a mere postal in- 
crease is no insurance of elimination of the post-office deficit. More private 
businesses find that price increases result in decreased volume, and if a postal 
increase at this time brings on a decreased use of the mail, the problem will not 
have been solved and the economy will have been seriously hurt. 

In conclusion, therefore, may we respectfully submit that this matter is of 
too great importance and will have too adverse an effect on every individual 
and business in this land to warrant this administration moving in on a hasty 
basis; and that no action should be taken toward increasing the postal rates 
in this country until a most exhaustive study and investigation have been made 
of all the factors involved, and all business and the people of the country have 
been fully informed as to the necessities that would dictate such action. 

It is our frank opinion that any such action taken without such careful, 
thorough, and complete deliberation and disclosure can have a disastrous effect 
on the continuance of our present administration which we have so loyally 
supported through many lean years. 

Respectfully submitted. 

MARSHALL F, Noruine, President, 


STATEMENT BY HArotp Brown, PRESIDENT, THE OC. & D. Co., GRAND Rapips, Mic#. 


My name is Harold Brown and I am president of The C. & D. Co., of Grand 
Rapids, Mich. We very much appreciate stating our position, Mr. Chairman, 
before this committee. 

Ours is a small company selling direct to the consumer through salespeople 
who call at the home. Our business is done entirely by mail. Our shipments 
are all made by parcel post; our mailings to salespeople all go by third-class 
mail; we have considerable correspondence with customers and salespeople by 
first-class mail. 

Next to salaries and wages, postage is our biggest item of expense. 

We sell wearing apparel from style cards which illustrate the garments and 
quote prices, These cards are very expensive and we have thousands of them on 
hand, enough to run us well into next year. Prices for our apparel, quoted on 
these style cards, are all based on the current postage costs. We do not know 
how we will absorb the new postal rates to become effective October 1. We do 
not see how we could absorb increased third-class rates. 

I read in the Wall Street Journal that your chairman stated that he did not 
think the Postmaster General was requesting anything that might put anyone out 
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of business. I am not too sure. With constantly increasing postal rates, we 
have just about reached the point where we are questioning whether it is economic 
for us to continue to do business by mail. 

The customer pays all the postage costs, either directly or indirectly. And 
they are getting so high, we are not sure we can compete successfully. 

Proposed increases in third-class rates are particularly discouraging because 
our entire business depends upon the extent of our activity by third-class mail- 
ings. We have a mailing going out almost every week to over 6,000 salespeople. 
Sometimes it is a printed 4-page magazine. Sometimes it is a stock report. 
Sometimes a mimeographed bulletin. All of these mailings are necessary to 
keep the salespeople inspired and on the job. In addition, we have a special 
organization of 500 people to whom we send a bulletin every week by first-class 
mail. With increases in third- and first-class rates, these mailings will have to 
be reduced. This may affect our volume. And certainly it will affect the amount 
of our first-class mail. 

This service—third-class mail—is probably the most important mail service 
in our whole economy, because it promotes business and more business means 
more revenue for the Government. It seems shortsighted to do anything that 
will reduce the use of this important service. 

It has been stated in these hearings that the people who use third-class mail 
should not expect the general public to pay for some of the increased costs. It 
is apparently felt that the post office should be run like an automobile agency 
and that every department should be self-sustaining. True, it should be run 
efficiently and in a business-like manner. But it cannot be run like a business. 
The rates could not possibly be increased high enough to cover all costs in the 
small towns and in many of the rural communities. If they were increased 
sufficiently to break even in all of the outlying small towns and rural communi- 
ties, they would be so high, no one would use the services. If the Post Office 
Department were to be run like an automobile agency, the only alternative would 
be to discontinue our postal service in thousands of communities throughout the 
United States where the income does not cover the costs. But that would be out 
of the question. Congress would not stand for it. 

Then why is it contended year after year, that every branch of the Department 
must be self-sustaining and that the Department must not have a deficit. 

Postal service is primarily a public service. Most post-office star routes, etc., 
which must be maintained for letter service, operate at a loss. Why not recognize 
that indisputable fact once and for all. 

In setting rates, Congress must give consideration to the mail receiver, i. e., 
the general public. 

Particularly would it be unwise to increase third-class rates when you consider 
that not only is third class a business and income builder, but also it is a byproduct 
of the postal operation. It consists of fill-in work after preferred mail is handled, 
caking time not otherwise used. 

Remember, too, that increases in third-class rates in the past have not elim- 
inated deficits. ‘Chey simply eliminate business, thus increasing deficits. 

We are already up against parcel-post increases in 1949, again in 1951, and 
now once more—35 pereent—in 1953. Why proceed with further increases on 
third- and first-class mail, when we don’t even know that postal costs and income 
allocations are properly established. Why not wait until the Carlson committee 
bas had time to study the situation and to make its report in January. We 
strongly recommend that all postal rate action be deferred until that time. 

Thank vou, Mr. Chairman, and members of this committee, for the consideration 
you give the viewpoints expressed in this testimony. 


NATIONAL WHOLESALE Co., 
Lexington, N.0., July 24, 1953. 
Mr. Epwarp H. Rees, 
Chairman, House Post Office Committce, , 
Senate Office Building, Washington, D.C. 
Drar Srx: Enclosed is our prepared statement which we would be’ pleased to 
have you record in the records of the public hearing on bill H. R. 6052, 
We appreciate very much the opportunity to file this statement with your 
committee. 
Very truly yours, 
BK. C. Smirn, General Manager. 
P. S—Under separate cover, we are sending you 30 additional copies. 
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THE Sarurpvay REVIEW, 
New York, N. Y., July 28, 1953. 
Mr. FREDERICK C. BELEN, 
Chief Counsel, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. BELEN: In answer to your wire of this date the Saturday Review 
appreciates your invitation to file a formal statement on the proposed postal-rate 
increase, 30 copies of which are herewith supplied. 

The Saturday Review wishes to make clear what the proposed legislation 
involves in the simplest terms. 

The increases are really much more fantastic than any newspaper stories pub 
lished to date have indicated. For example, while the newspapers today are 
talking about a 42-percent proposed increase for second-class mail, analysis of 
the proposed legislation reveals the following: 

The 42 percent applies only to the editorial content of the publication. 

The postal rates covering advertising content are increased 50 percent. 

Now, let us translate this into what it means financially to a small-business 
enterprise like the Saturday Review. 

Our accounting department has gone into this very thoroughly and comes up 
with an estimate of a $16,000 increase per annum—and this is submitted to me 
as a conservative estimate. For a publication that has employed every possible 
economy in operation, this is a crushing additional burden that could easily 
represent the life or death margin of survival. 

As is the case in all broadly drawn legislation, the proposed bill is much too 
broad in that it throws together in one category every type of publication from 
trade papers and some glorified handbills that are described as publications, to 
a magazine like the Saturday Review that is a working tool in every school and 
library in the United States. A magazine like the Saturday Review is as much 
a part of the educational system as a great university and in the course of a 
year enriches the lives of many more people than are affected by even the largest 
of our universities. 

The new legislation is discriminatory from another angle that may not have 
occurred to you. The general magazines in this country that are sold largely on 
a mail-subscription basis are the more constructive publications appealing to a 
higher intelligence. Publications less affected by your move will be magazines 
that now have a high percentage of their distribution on newsstands. And that, 
of course, means that you are favoring the confession, love, and screen type of 
magazine over the more solid publications that stand for the highest values and 
ideals of the American people. 

It is extremely important that this whole matter be given the most thorough 
discussion and not rushed through in the July heat. Your wire allows me only 
48 hours to state my case or appear, and while I appreciate your great courtesy 
in sending the invitation, you must appreciate that this is hardly enough time 
to document in full our whole case as it affects our survival. 

The publishing business in the United States is an extraordinary and charac- 
teristically American enterprise that has so many facets and serves the welfare 
of the people in sO many ways that it hardly seems to deserve being made the 
whipping boy in a tight financial situation. Unless this whole legislative proposal 
can be reappraised and restudied, tremendous damage and death may be inflicted 
on countless enterprises, particularly those in the small-business category. 

You. can perform the greatest service to the American people by being fair to 
American business. 

Respectfully yours, 
J. R. CominsKy, Publisher 

Mr. Gross. Are the statements for or against? 

The Cuarrman. I think they are all against it except the Chamber 
of Commerce of the United States. That is my impression. I have 
not read them carefully. 

Members of the committee, the following have requested their state- 
ments and letters, either letters or telegrams, be inserted in the record : 
Donald L. Baker, president, the Baker-Goodyear Oo., New Haven, Conn. 

Walter J. Berkowitz, treasurer, Tension Envelope Corp., Kansas City, Mo. 
L. J. Berman, editor, the Whitehall Forum, Whitehall, Mass. 
M. R. Braun, president, Metropolitan Finance Corp., Kansas City, Mo 
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John F. Cuneo, president, the Cuneo Press, Inc., Chicago, III. 

Clifford J. Duffy, president, Duffy & Associates, Milwaukee, Wis. 

Pierre A. Duval, president, Accurate Multigraph Service, Long Island, N. Y. 

Norman Bisner, president, Lincoln Letter Service, New York City, N. Y. 

Dalton P. Fox, Detroit, Mich. 

Daniel Goldstein, vice president, Walter Brown, Ine., New York City. 

George L. Googe, vice president, International Printing Pressmen & Assistants 
Union of North America, Washington, D. C. 

M. L. Groves, president, Charles W. Groves Co., Michigan City, Ind. 

W. M. Howard, Diamond Match Co., Springfield, Mass, 

Don L. Horton, manager, book division, Conover-Mast Publications, Inc., New 
York City. 

Robert E. Haskin, Washington, D. C. 

Samuel E. Klein, president, United National Association of Post Office Clerks. 

L. P. Lathem, Jr., president, Lathem Time Recorder Co,, Atlant ‘a. 

Clifford E. Mellrath, Greetings Unlimited, St. Paul, Minn. 

H. B. Mitchell, eastern manager, direct mail division, Reuben H. Donnelley 
Corp., New York City. 

Harold A. Mitchell, H. A. Mitchell Co., San Francisco, Calif. 

G. Morton Minot, Pasadena, Calif. 

E. L. Pizzetta, president, Thompson & Co., Inc., Tampa, Fla. 

Wilfrid S. Rowe, advertising manager, Sterling National Bank & Trust Co., of 
New York. 

G. W. Schaffer, traffic manager, Newark, Wayne County, N. Y. 

Donald C. Stuart, Jr., publisher, Town Topics, Princeton, N. J. 

Lee A. Sullivan, president, Eli Bridge Co., Jacksonville, Il. 

G. C. Thoresen, vice president, United States Credit Bureau, Inec., Los Angeles, 
Calif. 

John R. Weaver, president, Royal Homes Products, Inc., Cincinnati, Ohio. 

William A. Stubbs, secretary-treasurer, Florida Express Fruit Shippers Associa- 
tion, Orlando, Fila. 

Arthur T. White, chairman of the board, White Industries, Inc., Westfield, Mass. 

J. H. Rochow, president, W. S. Ponton of New Jersey, Inc., Englewood, N. J. 


Mr. Davis. Have copies of the statements been furnished to the 
members, Mr. Chairman? 

The Crarrman. They did not furnish them. They just sent their 
letters in and said they would like to express their opimon. I wanted 
to get the record as complete as I could in line with the request. So 
I am asking that they be inserted in the record. If there is no objec- 
tion, they will be inserted in the record at this point, along with the 
statements described of the writers of these letters. 

(The letters and statements follow :) 


FLormA BPxpress Fruit SHIPPERS ASSOCIATION, 
Orlando, Fla., July 23, 1953. 
Hon. Epwarp H. REss, 
Ohairman, Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 

Dear CHAIRMAN Rees: This morning, July 23, 1953, I received a telegram from 
Mr. Frederick C. Belen, chief counsel, of your committee advising that I would 
have on or before Saturday, July 25, 1953, in which to appear or file a statement 
on behalf of the 300 member's of the Florida Express Fruit Shippers Association. 
Proper representation of these members requires industry surveys, customer dis- 
cussion, counsel from an attorney, and a reasonable length of time to combine 
the resulting information into a satisfacotry exhibit. 

The members of this association derive a large portion of their income through 
sales made by solicitations in the mail. I think it is important to your committee 
to know the effect an increase on postage rates will have on the ability of these 
shippers to remain in business. This information cannot be compiled in a matter 
of days. I feel that improper representation brought about by lack of necessary 
time is worse than no representation at all and is foreign to the Government of 
the United States . 

Sincerely, 
WiILiiaM A, Srupss, 
Secretary-Treasurer. 
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Warre INpusrries, INC., 
Westfield, Mass., July 21, 1953. 
Hon, Edward H. Rees, Chairman, and Members of the Post Office Civil Service 
Committee. 

GENTLEMEN: May I testify in connection with H. R. 6052 in my own behaif 
and in behalf of my associates and employees of White’s Quaint Shop, Thomas 
Terry Studios, and Arthur T. White, The Magazine Bargain Man. 

All our business is done by mail, either direct with the consumer or through 
small independent dealers who sell personally direct to the consumer. 

This is a small business, started by me 40 years ago when I was stricken with 
polio. The United States postal system has enabled me over these years not 
only to earn my own living without being dependent on anyone else, but also to 
help many others earn a living. We now employ in our offices at Westfield, 
Mass., in the busy season as biany as 300 men and women. 

I feel that you will be interested in the possibilities of the actual renabilita- 
tion work which is being done unconsciously by the post-office system. BEncour- 
agement given to thousands of men and women, war veterans, those incapacitated 
because of polio, other diseases and accidents is accomplished perhaps without 
being understeod. 

At the time when I started my business through the use of the United States 
mails postage in all branches of the service was much lower than it is now. 
With the higher prices charged for carrying parcel post, third-class mail, and 
tirst-class mail today, I would not have had enough margin when I started in 
business to exist. That is one reason why I am upset and very much worried 
about proposed increase in third-class mail, which is going to have such a 
startling and devastating effect on my own little business, 

‘To get business it is necessary to sell the customer by mail. We do this through 
the sending out of letters and circulars telling about our greeting cars, stationery, 
gifts, and magazine subscriptions. Because we have been able to build up a 
business which serves thousands of customers all over the United States, we have 
been able to give unusual values and high quality, which have been greatly appre- 
ciated by our list of customers, which has grown to many thousands. 

This may sound to you life a Horatio Alger story which has been helped to 
grow over the years by the United States mails and the Post Office Department. 

Where I sent out a few hundred letters to start, that increased to thousands 
and today to millions to each and every part of the country for business which 
has satisfied customers in every State of the Union. These customers I cannot 
continue to serve without the use of the United States mails and at a rate which 
is not prohibitive. 

Not only my small business but thousands of small businesses throughout the 
country will be ruined with an increased postage rate which they cannot absorb. 
Take my own little business, for example. Profits have dwindled through the 
years until last year we made a little less than 1 percent on our sales. When 
you consider that the last time that third-class postage was increased it cost 
us over $25,000 additional, you can quickly visualize where the profit has gone. 

You cannot do business without a profit; you cannot pay taxes without a 
profit. These three-hundred-odd employees connected with my business in West- 
field, Mass., are vitally interested in seeing our business continue so that their 
jobs may continue. 

We have already been taxed with an additional 36 percent average on parce! 
post, which will cost us about $50,000 additional yearly. This goes into effect 
October 1, 1953, without giving us a chance to revise prices, without giving us a 
chance to add any additional charges to the customer or to make any changes 
in our values. Prices and arrangements with customers are printed up in the 
spring and practically all material went into the mails before the ICC decision 
was handed down. 

You can readily understand why as a small-business man who over a period of 
40 years has been able not only to earm my own livelihood but to help other 
families earn theirs I am vitally interested in seeing this business of mine con- 
tinue. At the very time when the economists. of the country are predicting a 
recession or a depresssion, do you think that the national economy of the country 
should be.tampered with without careful study and consideration? 

Now the Senate hus before it for study Resolution 49, which is to be reported 
on after January 1, 1954, That is not very far away. When this study comes 
through, there will be in the hands of Congress figures and facts on which to base 
well-thought-out decisions, Decisions that are made hurriedly may mean the 
ruin of many thousands of small businesses throughout these United States. 
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We can all applaud the bard work of Postmaster General Summerfield and his 
associates in trying to balance their budget, in trying to put the Post Office 
Department on a break-even basis, and, at the same time, restore to the country 
many services to which the public is entitled. I have often wondered, however, 
why it is so necessary for the Post Office Department, which serves the entire 
American public, to break even when that is not required of the Department of 
Agriculture, the Department of Commerce, or the Department of Justice. 

The Post Office Department serves the public equally as do these other de- 
partments. It would seem that they should be considered a service department 
because they are not only disseminating information for the benefit of the public, 
they are allowing the public to buy merchandise and services from all parts of 
the country at equalized costs. The Post Office Department helps thousands of 
businesses and businessmen just as much as other Federal departments to build 
businesses which are helpful to the public, which employ thousands and thousands 
of men and women not only through their sales efforts but through their pur- 
chasing ability which keeps many other thousands of people busy in the manu- 
facture of goods to be sold. 

These businesses help to pay the taxes which go into the United States Treas- 
ury. Without profits there can be no taxes and such additional taxes would 
have to be raised through general taxation whereas they now come in through 
those thousands of small businesses which use the United States Post Office 
Department. 

In considering various Classes of mail, perhaps we do not realize what a bene- 
fit third class is to the Post Office Department and that perhaps it helps increase 
the profit of first-class mail even more than people realize. May I briefly outline 
to you what I have in mind? 

We send out our many thousands of letters by third-class mail after we have 
sorted by State and city and have tied the mail for easy handling. This class of 
mail travels much more slowly than first class. In the past year we have checked 
sometimes and found out that it would take as long as 3 weeks for a third-class 
letter to go between Massachusetts and Florida. 

But these third-class letters bring back orders which come to us from customers 
all over the country by first-class mail. We acknowledge our orders by first-class 
mail. We answer all our correspondence. We send out seven different expira- 
tion notices on Magazine subscriptions by first-class mail. 

The greeting cards that are sold in the country by us and by other direct sellers 
are largely mailed by first-class mail, and that postage runs into many thousands 
of dollars. We estimate that the postage alone used on the greeting cards that 
we sell in a 12-month period if about 80 percent is sent by first-class mail as it 
is, will bring to the Post Office Department annually $450,000 in first-class post- 
age sales, 

I point out these things to show you that the expenses allocated to third-lass 
mail by themselves probably should be given much more thought as a large part 
of the business mail of the country of the first-class variety or 3-cent postage is 
brought out because business concerns use third-class mail to get their orders. 

The Post Office Department can save over $50 million it acknowledges by asking 
for a repeal of the size and weight limitations on parcel-post packages. This is 
a discriminatory law and should have immediate support of the Postal Committee 
as your bill H. R. 2685. That is a way of improving the economy of the country 
and of saving a sizable amount in the operation of the Post Office Department. 

May I urge you to think not only of the need of the Post Office Department for 
balancing its budget, but also of the good of the national economy at the same 
time as both are tied into each other to such a tremendous extent at the present 
time. When profit margins are as small as they are today in small businesses, it 
doesn't take a very great push to throw them over the borderline and out of busi- 
ness. You can see that this does not effect only the businessman but also those 
who have spent their lives in working for these businesses, who depend on these 
businesses for their livelihood. 

I urge you not to act hastily and without careful thought. Why not let the 
results from the Carlson bill, 8. 49, be known so that that honorable and expe- 
rienced body of men may tell you what they have found out in their months of 
study and discussion. 

Gentlemen, you are really not being called on to consider the deficit of the Post 
Office Department against the greater deficits of other Federal departments. In- 
stead you are being called upon to consider issues which may have a yery far- 
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reaching effect on our whole national economy. I am confident that you will de- 
cide only after long and careful deliberation. 
I thank you. 
ArtHour T. WHITE, 
White's Quaint Shop, Thomas Terry Studios. 


H. A. MrircHE.Lt Co., 
San Francisco, July 20, 1953. 
Hon. WILLIAM S. MAILLIARD, 
Representative, House of Representatives Office Building, 
Washington, D. C. 

DeaAR REPRESENTATIVE MAILLIARD: According to the latest news story out of 
Washington, hearings are *o start this week on a new postage-increase bill. 

As a producer of letters and mailing pieces, may I voice my criticism to this 
bill at this time. 

It is my opinion that no increases should be put through until the Carlson 
committee has made its report. This report will undoubtedly bring out many 
inefficiencies in the Department which could be corrected. Until then, it does not 
seem fair to increase the rates—which will not only affect the users of mail—but 
will greatly hurt people in my business, the little and big lettershops in the 
country. 

I should like my comments inserted in the testimony before the House Postal 
Committee. 

Respectfully yours, 
Haroip A, MITCHELL. 


MICHIGAN Crty, IND,, July 17, 1953. 
Crecrt M. HARDEN, 
House Office Building: 

I strongly feel bill H. R. 6052 should not be put to a vote until Carlson committee 
has had opportunity to complete their study of the postal increase problem. 
Railroading this bill through is unfair to public mail users. Please insert this 
message in the hearing record in my behalf. 

CHARLES W. Groves Co., 
M. L. Groves, President. 


METROPOLITAN FINANCE CORP., 
Kansas City 2, Mo., July 17, 19538. 
Hon. RicHArpD BOLLING, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN BOLLING: This letter is to protest inncreasing the letter 
rate of postage from 3 cents to 4 cents per ounce on first-class mail, and to tell 
you to what degree such an increase would be damaging to our business. 

Since there is no lobby to speak for the consuming public and the many small 
businesses like ourselves, I sincerely hope you will permit reason and conscience 
to prevail in retaining the 3 cent rate for first class, even though we, the people, 
and small-business men have no lobby to speak for us. 

Metropolitan Finance Corp. is engaged in the business of collecting past-due 
accounts on a commission basis for merchants, doctors, and hospitals located 
largely in small towns of less than 10,000 population all over the United States. 
These creditors are located in towns which are too small to support a local 
collection agency, and therefore depend almost exclusively on our type of service. 

We have about 25 part-time and full-time solicitors calling on prospects for 
such accounts, employ 6 people in our office and have an equal number of home 
typists. 

Last year we mailed almost a half million letters in our collection efforts, all 
of which went first class. 

We managed to collect an average of 35 cents for every letter mailed. Out of 
this gross revenue of 33 cents per letter came all of our expenses including 
envelopes, stationery, payment to solicitors, typists, and office employees, book- 
keeping, rent, payment of clients’ portion of collections, and of course postage. 
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I am sure you will recognize that we can remain in business only. by having 
a large volume of business, which must be handled on a mass-production basis 
so as to have the kind of efficiency necessary to survive. 

It is easy to figure out that last year postage was about 10 percent of our 
gross income, which is fixed cost and cannot be reduced regardless of how 
efficient our operation becomes. An increase from 3 to 4 cents would have 
meant an extra 3 percent, or a total-of 13-percent, for postage last year. The 
extra penny postage would have totaled about $5,000, quite a tidy sum for our 
little business to absorb. 

Times are, however, unusually good for us. Money is getting tighter so 
that most merchants have more accounts than a few years ago. Also the 
character of our debtors now includes a much higher percentage of people 
whose credit was formerly good, but is now overextended. 

The paychecks for these folks simply don’t quite reach any more so that 
they are most likely to pay creditors who go after the money. We believe that 
when we are paid on such accounts more lenient creditors are probably waiting. 

We still have plenty of professional debtors or deadbeats, but there are so 
many folks now who want to pay and can’t pay everyone that our business is 
substantially better than the immediate postwar years, when most of our 
accounts were the deadbeat variety. 

If this condition continues, I must honestly say that a rate increase from 
3 to 4 cents would not “break” us, but it surely would give us a good “bend.” 

I would estimate that the increase at this time would cause us to eliminate 
20 to 30 percent of our mailing since we have a substantial amount of mailing 
which is so marginal that the extra penny postage would make certain of our 
letters unprofitable, reducing our employment accordingly. 

We do not, however, expect present collection conditions to remain indefinitely, 
and this is the primary reason for owr eoneern about the postage increase. 

Two years ago, for example, our gross income was only 22 cents per letter, 
and we have had years when it dropped below 20 cents per letter. 

Postage increases from 3 to 4 cents in those years would definitely 
have meant that our thin profit would have been turned into a loss, or else 
the profit might have been so small as not to be worth the risk or effort. 

If. despite all arguments to the contrary, the administration nevertheless 
forces through the first-class increase, this could be partially offset if we were 
granted two, additional services now denied to us. 

First, restoration of directory service. While we try to get addresses for 
all debtors at the time we list the accounts, these are not always available 
from a creditor. Directory service, particularly on skips, would render a valu- 
able service to us as well as to all first-elass users, 

Second, permission to use form 3547 so as to locate delinquent debtors. The 
post office presently has a ruling that this form may not be used by any 
creditor, collection agency, or attorney to locate a debtor who has moved and 
left a forwarding address. 

It is quite patently discriminatory for the post office to allow all users except 
creditors this privilege, thus allowing skips to hide behind the post office. 

The only way a forwarding address of a debtor is revealed by the post 
office is for the creditor to send a registered letter for delivery to addressee 
only and requesting address of delivery, a procedure which now costs 84 cents 
per letter. Under present procedure a mailer doesn’t even know the debtor has 
moved unless he answers. 

As matters stand now, the post office must forward every letter a creditor 
sends a debtor whereas by the simple procedure of allowing use of form 3547 
(paid for by the sender) a creditor would send his letters to the debtor direct 
after the address was corrected and thus save the post office the forwarding 
expense on subsequent mailings, 

While users of other classes of mail have always criticized the post office 
cost-asecertainment system, until a better method is devised we shall be forced 
to accept it, at least for rule-of-thumb purposes. 

The post office has for many years contended that first-class letter mail was 
the only class that paid its own way. 

If this claim is correct we cannot by the wildest stretch of conscience under- 
stand why first-class users should be penalized with a one-third increase in 
rates, unless the purpose is thereby to subsidize all the other classes of mail 
which are presently being delivered at a deficit. 
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Since Postmaster General Summerfield was the largest of all General Motors 
Chevrolet distributors, he might better understand what he proposes to do to 
first-class mail users if we gave him an analogy with his former business 
connection. 

Let us assume that General Motors was losing millions of dollars each year 
on all makes of its cars except Chevrolet. What would Mr. Summerfield say 
if all Chevrolet dealers were then asked to pay $100 more for their cars with 
no increase in the selling price, thus forcing all Chevrolet dealers to absorb 
this expense? 

In effect this is precisely the same situation he is attempting to foist on first- 
elass mail users. 

In almost every ease th: heavy business user of first-class mail must of 
necessity absorb such an inci‘ease out of its net profits, because it is literally im- 
possible for most of us to pass the increase on to the consumer. 

It is my understanding that second, third, and fourth class (all deficit classes) 
have powerful and well-informed lobbies looking after their interests. 

First class is actnally most widely used by every citizen and business in the 
country. 

Since there is no lobby to speak for the consuming public and the many small 
businesses like ourselves, I sincerely hope you will permit reason and conscience 
to prevail in retaining the 3-cent rate for first class, even though we, the people, 
and small-business men have no lobby to speak for us. 

Sincerely yours, 
METROPOLITAN FINANCE Corp. 
By M. R. Braun. 


P. S.—Please insert this letter in the record of testimony before the House 
Post Office Committee. 


TENSION ENVELOPE CorpP., 
Kansas City 8, Mo., July 15, 1953. 
Hon. ArtHur E. SUMMERFIELD, 
Postmaster General, Washington 25, D. O. 


My Dear Mr. PostMASTER GENERAL: As Postmaster General you have an im- 
portant part in President Eisenhower's team, charged with the responsibility to 
save the economy of the country and prove that good efficient Government is 
possible in a democracy. 

I have been an enthusiastic supporter of President Eisenhower since long be- 
fore he was nominated and am as eager as any citizen of this country to see that 
his administration is a success—not just for the Republican Party but for the 
Nation. 

Although you have proved yourself a most capable businessman in a large 
enterprise in the past, I am well aware that the present problems of the Post 
Office Department are a challenge of the highest order. 

As a business executive, I know you realize that ideas for management do 
not come from one source but are gathered from the minds of many honest- 
thinking people. I know, therefore, that you will not think me presumptuous 
if I’ pass on to you some thoughts about the Post Office Department because I 
have been in close contact with it for the past 40 years. 

I am greatly impressed with your letter to Hon. Richard M. Nixon, President 
of the United States Senate, dated June 24, 1953, in which you outline your 
proposed legislation in order to make the postal establishment as self-sustaining 
as practical by increased postal rates for certain classes of mail. This is the 
best short summary of postal operations I have ever read. 

Before commenting on the details of your recommendations and the Rees bill, 
H. R. 6052, which was introduced as a result of your letter, I would like to bring 
to your attention the overall political and economic situation that may be af- 
fected by drastic increases in postal rates which you are recommending Con- 
gress adopt so very quickly. 

President Eisenhower in his campaign for office promised to balance the 
budget through economy and as soon as possible to reduce taxes. Balancing the 
budget means to keep expenditures of the Government as a whole in line with 
income from present taxes or somewhat reduced taxes. It does not mean bal- 
ancing the budget by increasing taxes nor by increasing income through infla- 
tionary processes, 
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So many departments of the Government have little or no income and are only 
a means of spending money, such as the Department of Defense, Department of 
the Interior, Department of Agriculture, and the State Department. It so 
happens that the Post Office Department is both a means of spending for national 
purposes and, of course, in addition has a tremendous income. It is not reason- 
able for the Post Office Department to charge increased costs to the mailer 
when much of the expenses are due to benefits given the people at large or 
other departments of the Government, for example: 

1. The franking privilege by Congressmen. 

2. Free delivery of newspapers within the county where they are published. 

3. The maintenance of post offices and delivery routes that cannot possibly be 
self-supporting but are for the benefit of those people in faraway points to keep 
them from being cut off from communication with the balance of the world. 

4. Subsidies to domestic and foreign air carriers. 

These costs must not be charged to the user of the mail but are a part of 
the national expense as are the costs of operating other departments that I 
have mentioned. 

I want to call your attention also to the situation that balancing the budget 
in the Post Office Department by increasing mail rates to corporations who are 
in the 82 percent tax bracket is simply increasing the revenue of the Post 
Office Department and taking 82 percent of it away from the Treasury Depart- 
ment, 

So while the large corporations using first-, second-, third-, and fourth-class 
mail can pass on a great part of their increased costs by a reduction of their 
taxes, the individual user, and he is the voter, who pays 4 cents instead of 3 cents 
for a letter might well regard it as an extra tax and not in accordance with the 
campaign promises of the Republican Party. 

In Truman’s administration the postal-card rate was raised from 1 cent to 
2 cents, and the use of the postal card dropped pretty close to 50 percent, He 
took away the poor man’s letter. Perhaps it would be unwise to have the voting 
public remember the Eisenhower administration as that which raised their 
letter postage cost 33 percent at a time when everybody was supposed to be 
curbing inflation and prices were to be coming down or at least remaining 
level, 

If the Federal Government budget can be balanced without raising postal 
rates, and I think it can be, then the Post Office Department deficit can be borne 
from general taxes which come principally from corporation taxes and income 
taxes of citizens according to their ability to pay, and the Treasury Department 
would not suffer a reduction in revenue from corporations which would repre- 
sent a large part of the increased income to the Post Office Department from 
increased postal ratés. 

Operating at a deficit means continual efforts toward economy and discourages 
additional spending. Increased postal rates are inflationary, not only in them- 
selves, but by encouraging the railroads to ask more pay for hauling of mail as 
they have already done, although their present operations show large profits, and 
encourages increase in labor rates which was the cause of most of the postal 
deficit in the last administration. 

The economy of the country and the temper of the voting public will be. less 
disturbed by a postal deficit than by drastic postal increases. This matter is 
worthy of earnest and honest consideration from the standpoint of the publie¢ 
welfare and for the good of the Republican Party. 

I had a conversation with your predecessor, Postmaster General Jesse M. 
Donaldson, in his office in Washington. He explained to me his very helpless 
position—that while he was running the largest business in the world he had no 
control over his labor rates which were determined by Congress, nor the price of 
his services which were also determined by Congress, and yet he was continually 
criticized for not eliminating the postal deficit. He tried to remedy this by in- 
creased postal rates, and the first thing that happened was a drastic increase in 
labor rates for postoffice employees and increased freight rates for the railroads, 
resulting in a larger deticit than before. But that was during the Truman 
inflation period and now we are in the period of the Eisenhower stabilization 
and conditions are different. 

It is possible, even in the Post Office Department, to price a service out of the 
market. Postal cards being increased from 1 cent to 2 cents has resulted, accord- 
ing to reports I have received, in a drop of about 50 percent in the number of 
postal ecards sent, so the revenue has not increased. Of course, the cost of. service 
has been reduced by the fewer deliveries but the poor man’s postal card has 
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been lost to him and he doesn't like it. Probably some of the postal-card business 
has gone to third-class bulk-mail rate where the post office receives only 1% 
cents instead of 2 cents. Some of it, especially in connection with societies and 
organizations, may have gone to second-class mail if they could qualify. Instead 
of going to 2 cents it has gone to one-eighth of a cent per piece, so perhaps the 
post office is giving the service and getting paid less for it. 

If you raise first-class letter postage by 1 cent per piece as in H, R. 6052, I 
believe there will be little, if any, decline in volume; but first-class postage, 
according to your letter, was 6.1 percent of the tonnage and brought in 42.8 
percent.of the revenue, and although it carried 53.1 percent of the total pieces 
the increase in rate is justified only on the basis of the need for more income 
for the Post Office Department. Yet corporations are the biggest users of first- 
class mail, and the Treasury Department through reduced income-tax profits 
will pay from 52 percent to 82 percent of the increase you have suggested, so 
the Government as a whole will not be much better off by this increase. 

Regarding second-class mail increases, I cannot venture an opinion except 
a general one that the increases to the larger mailers will again be passed 
on to a great extent to the Treasury Department, and the increases to the 
smaller mailers will hurt them very much indeed. This is a publishing field 
and the fourth estate has a powerful voice in the political picture, and maybe 
it would be worth while considering whether these increases should be put 
into effect. 

Second-class mail is in the process of getting a 30-percent raise, 10 percent 
of which was effective April 1, 1952, another 10 percent went into effect April 1, 
1953, and the third 10 percent will go into effeet April 1, 1954. If another 
10 percent were to go into effect April 1, 1955, that compromise might be a 
wise one judged from opinions I have from second-class mailers and from 
publishers to whom I have talked. The one-eighth-cent minimum can be in- 
creased, possibly to one-third cent. They feel that one-half cent is beyond their 
reach. 

Third-class mail, which involved 6.1 percent of the tonnage, brings in 8.6 
percent of the revenue, although the number of pieces handled amount to 
23.3 percent. The proposed rates should be reconsidered. On piece rates you 
propose an increase from 2 cents for the initial 2 ounces to 3 cents for the 
first 2 ounces and 1 cent for each additional ounce. This is for both local and 
nonlocal. If the first-class mail remains at 3 cents local per ounce, a great 
deal of piece rates will be sent to first-class mail on a local basis unless they 
are over 1 ounce. <A far better rate in my opinion would be 2 cents for the 
first ounce and 1 cent for each additional ounce. 

Books and catalogs of 24 pages and more, seeds, cuttings, bulbs, etc., could 
be 2 cents for the initial 2 ounces and 1 cent for each additional ounce or 
fraction. In both instances there would be increased revenue over the present 
rates. 

Bulk mail, third class, is by far the most important part of third-class 
service. The suggested change is from 14 cents per pound with 144 cents per 
piece to 12 cents per pound, with 2 cents per piece. Let me suggest as an 
alternate, 16 cents per pound with a minimum of 1% cents or even 144 cents 
per piece. Bulk mail is an important advertising medium, just as are the 
ads in magazines and newspapers, and, although former Postmaster General 
Jesse M. Donaldson called it “junk mail” in one of his rash statements, it 
is not that, nor is it nuisance mail any more than ads in a magazine are a 
nuisance to the reader. They may be looked at or not as they see fit—they 
may be answered or not as the person addressed desires. Compared to tele 
phone solicitations, which are very common, direct mail cannot be considered a 
nuisance, 

The cost of sorting, facing, and tying bulk mail, and the delivery to the 
post office by the mailer, is a tremendous saving in cost to the Post Office 
Department and should be reflected in the minimum rate. This eliminates 
much of the high labor cost of handling other classes of mail. 

Realizing that the percentage of pounds handled, third-class mail is 6.1 percent 
and the total revenue is 8.6 percent, the minimum rate per piece when so much 
of the work of the Post Office Department is done by the mailer should not be 
increased but possibly lowered, and with a higher per pound rate increase the 
revenue to the Post Office Department. 

Domestic airmail of 8 ounces or less has no justification for an increase from 
information given in your letter. The pieces handled are 2.6 percent of total: 


pounds handled, 0.37 percent of total: and the revenue, 4.7 percent of total. 
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There is no mention of the cost of air transportation which, of course, is a decid- 
ing factor in judging this picture. In a country as large as ours airmail should 
be encouraged, and I would like to suggest that the 6-cent rate be continued but 
that it be limited to the first-one-half ounce and that additional weight be on 
the basis of 3 cents per half ounce. Foreign airmail is on a half-ounce basis 
and domestic airmail could be on this basis also. This would mean a substantial 
increase in revenue to the Post Office Department on every piece of airmail over 
one-half ounce. Instead of raising to 7 cents an item over one-half ounce and 
less than 1 ounce, the suggested rate would be 9 cents. This would mean an 
additional 3 cents per piece for all domestic airmail of over one-half ounce. 

I would like to further suggest that this rate apply not just to domestic air- 
mail of 8 ounces or less but to domestic airmail of 16 ounces or less. This would 
make a universal rate on a 16-ounce package of 99 cents, and proportionately 
less for pieces weighing over 8 ounces but less than 16. This would eliminate 
a great deal of confusion on domestic airmail now sent out that is slightly over 
8 ounces and has postage due on it when received. On over 8 ounces now in the 
first and second zones the charge is 60 cents and in the farther zones 80 cents. 
Under the suggested rate, 8 ounces would be universally 51 cents: 8% ounces, 54 
cents ; 9 ounces, 57 cents; and there would be no requirement to go to a zone rate 
on anything under 16 ounces. Beginning at over 16 ounces, you would auto- 
matically go to air parcel post for a 2-pound rate which would begin at $1.08 and 
go up to $1.60. This rate schedule seemingly is satisfactory because no sugges- 
tion has been made to increase it. 

This would increase postal revenue where the public could afford to pay it, 
and at the same time eliminate a great deal of confusion because of mistakes on 
the part of the public in sending airmail over 8 ounces. It would also discontinue 
the practice in many offices of dividing airmail over 8 ounces into packages of 
less than 8 ounces where such a division would save postage. Previously a 9- 
ounce airmail piece sent to the higher zone would cost 80 cents. If divided into 
2 packages, it would go for 54 cents total, requiring 2 deliveries by the pest office 
as Well as two handlings at the lower rate. 

Under the proposed rate there would be no saving in such a division, and the 
post office would have an increased income from every piece of domestic airmail 
over one-half ounce. I strongly urge upon you the consideration of this new 
method of domestic airmail rate, as it would help not only the Post Office Depart- 
ment but the mailing public. 

I would like to add a word of caution in reference to raising all mail rates 
too quickly and without the proper study as to costs. The Carlson amendment, 
which was passed at the previous session and has not been given money to imple- 
ment its study until this session of Congress, should be given an opportunity to 
probe into the facts of postal costs in order that the wisest possible course can 
be followed from the standpoint of the post office and from the standpoint of the 
public. The Carlson committee, in getting real facts on costs of operating the 
Post Office Department by Classes of mail, must bear in mind of course that the 
volume of all classes is necessary to keep the postal organization going, but a 
relationship must be developed between the costs of the different classes of mail 
based on the time-element costs (not just on the basis of poundage). 

Airmail and first-class mail have a higher cost than delayed fourth-class mail 
and the much more delayed third-class mail. The actual costs of postal handling 
must be on a formula basis after honest tests are made. The survey must deter- 
mine how many employees have to be in the post office full- or part-time of each 
day in order to give the service on first-class mail now being given and the im- 
proved service wanted by the public and promised by you. ‘This is the basic 
labor cost and a large proportion of it must be charged to first-class mail. 

In determining the cost of fourth-class mail, the cost of trucks, warehousing, 
and transportation necessary for this class mail should be separated. In other 
words, if all fourth-class mail were turned over to express companies how much 
would the post office save by such elimination. This could be allocated to the 
fourth-class mail cost. 

Second-class mail, including newspapers and magazines which must be deliv- 
ered on schedule, are given preferred service and the costs should be so calcu- 
lated. Then the remaining second-class mail and third-class mail, including bulk 
mail, can be charged with their proportion of the balance of the costs of operation. 

I mention this so as to bring in the factor of time of service as an element of 
cost because the number of pieces, the number of pounds, and the revenue is not 
sufficient to give a true picture of the costs of handling the different classes of 
mail, and that was not mentioned in your letter of Jume 24, 1953, to Vice President 
Nixon, 
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It is my hope that the present administration will curb inflation, balance the 
budget, and stabilize the economy of the country. Reducing the cost of operating 
the post office by mechanization, by the elimination of unnecessary labor, is a 
direct attack in the right direction. Increasing postal rates unwisely, thereby 
encouraging increasing costs through higher labor rates, increased railroad 
charges, is inflationary and should be avoided. 

I am sure you will accept the suggestions in this letter in the spirit of helpful- 
ness in which they are sent. All of us are facing the same problems, Solving 
them is no easy matter. 

With every good wish, 

Cordially yours, 
Watrer J. BerKow!Irz 


Derrotr, Micn., July 15, 1953. 
Hon. Epwarp H. REEs, 
Chairman, House Post Office Committee: 


I consider it most imprudent to rush bill H. R. 6052 through the House with- 
out adequate public hearings. Certainly no final action should be taken before 
citizens advisory committee report is received. I respectfully request that my 
statement be inserted in hearing record. 

DALTON P, Fox. 


ENGLEWOoD, N. J., July 15, 1953. 
Epwarp H. Ress, 
Chairman, House Post Office Committee: 

BPH. R. 6052 as now stands is unfair and detrimental to all firms using mail 
as business. We protest high-handed railroading of this bill witheut public 
hearing. Please insert in hearing record in our behalf. 

J. H. Rocthow, President, W. 8. Ponton of N. J., Inc. 


SPRINGFIELD, MAss. 
Epwarp H. Rees, 
Chairman, House Post Office Committee, 
Washington, D. C.: 


I am particularly alarmed at report that H. R. 6052 is being proposed. We 
have hundreds of accounts who are using bookmatches through the mail at 
current postal rates. Passing of bill would incresgse the cost per impression to 
a point that a sizable portion of our business would be jeopardized. Many of 
our accounts are postponing purchase of advertising contracts with us because 
of possible passage which is affecting our business day by day. Passage of this 
bill will have a disastrous effect on us and we sincerely urge that this proposed 
measure be rejected and this telegram be made a part of the record at public 
hearings on this bill. 

W. M. Howarp, Diamond Match Co. 


THE BAKER-GOODYEAR Co., 
New Haven, Conn., July 16, 1958 
Hon. Hpwarp H, REés, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 

Dear Str: Would it be possible to enter the following statement in the hear- 
ing record on bill H. R. 6052? 

I understand that the public is showing little interest in bill H. R. 6052 
which would increase postal revenues by an estimated $240 million or $1.54 for 
every man, woman, and child in the United States. 

Apparently, neither the public nor business are aware of the impact that 
these increases will have on our economy. The cost of postage is usually hidden 
deeply within the budgets of American business, and in private life hardly one 
individual in a million could tell what he spends each year for postage. 
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Some of us have known the day when mailing a letter meant sacrificing a 
day's food, the cost of 1 pound of beans. A few of us in small businesses can 
see the day coming again when the cost of a single postage stamp can spell the 
difference between life and death. Some of us are going to fall by the wayside 
for lack of the few pennies that we have to spend on postage. The average 
small business would be far better off if the money earmarked for the Small 
Business Administration were applied entirely to lower postal rates. 

We can’t give any fancy figures in the short time available before this bill is 
considered. Our hope had been that the basic facts meriting an increase would 
be carefully considered first. We had faith in the ability of the new adminis- 
tration to reduce the postal deficit by better administration, by more efficient 
methods, by the same kind of economies that business has been forced to insti- 
tute during the past two decades. We wanted economy first and spending after- 
ward. However, a little simple arithmetic can show what this bill combined 
with the new fourth-class rates will mean to us. 

1. We are a very small business. Our total sales volume is approximately 
$50,000 per year. 

2. Parcel post volume runs about $2,400 per year. The new rates effective in 
October will add about $840. 

3. We mail about 30,000 advertising circulars a year. The proposed bill would 
increase this postage by $300. 

4. We send out roughly 20 invoices and first-class letters a day. This adds 
another $52. 

5. Thus, the total direct cost of the 2 increases is $1,192 per year or 2.4 percent 
of our total sales volume. In addition we will be hit by the indirect increases 
which will be passed on to us by our suppliers. 

We have two alternatives. First, we can tighten our belts a bit more and 
try to find that $1,200 somewhere among the other $48,800. But we are not 
working with a padded budget. And then we can pass the increase on to our 
customers. But if they are trying to find those postage-stamp pennies too, then 
we are all sunk. 

We have been hit a goodly number of times in the past two decades. In the 
last round the first blow was the weight and size limitations of Public Law 199. 
Then the parcel-post increase, not of 10 percent, not 20 percent, not 30 percent, 
but 36 percent. And now may come the knockout blow, mostly because we are 
too groggy to put up any more fight. No, I can’t believe the public is not inter- 
ested. I think one portion is blind and the other is resigned to the fate which 
rests in your hands. Please don’t treat it lightly. 

Very truly yours, 
Donatp L. BAKER, President. 


TuHompson & Co., INC., 


Tampa, Fla., July 15, 1958. 
Hon. Epwarp H. REEs, 


Chairman, House Post Office Committee, Washington, D.C. 

Dear Mr. Rees: As promised in our wire of today we are enclosing a statement 
for the hearing record on bill H. R. 6052. 

We understand that bill H. R. 6052 covers the first-class, third-class, and air- 
mail rate. This will affect us quite materially, especially the increase on third- 
class mail, when you take into consideration that we released about 2 million 
pieces last year and will release this many this year, not counting our first-class 
and air mail. 

With the increase contemplated by the Post Office Department covering the 
first-class, third-class, and air mail. we figure that we will spend somewhere 
around $50,000 extra per year, in addition to the approximate extra $10,000 it 
will cost us each year due to the recent increase in the parcel-post rate, provided 
we keep on doing the same amount of advertising that we have done in the past 

If bill H. R. 6052 is passed I don’t see how we can possibly keep on advertising 
the same amount that we have in the past. 

We urge you to do everything in your power to see that this bill does not pass 
because it certainly would work a hardship on concerns of our kind. 

Yours very truly, 


E. L. Przzetra, President. 
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Wasnuinoron, D.C., July 17, 1953. 


Hon. Epwarp H. Ress, 
Chairman, House Committee on Post Office ond Civil Service, 
“House Office Building: 
Request that this telegram be recorded as registering our opposition to an 1n- 
crease in postal rates on books. Do not believe such increase can be justifie.\ 
on any sound principle. Any unnecessary increase in cost of books to the public 


should be strongly resisted. This proposed increase in postal rates on books as 
carried in H. R. 6052 is not a necessity, and we therefore object to its adoption 
on behalf of our over 50,000 members. I strongly urge your committee to drop it. 


Rosert E, HAskKIN. 


UNITED States Crepit BuREAU, INC., 
Los Angeles, July 16, 1953. 
Re House of Representatives bill No. 6052. 
Hon. Epwarp H. Rees, 
Chairman, House Post Office and Civil Service Committee, 
215 Old House Office Building, Washington, D.C. 

Dear Sie: We are taking the liberty of writing you to express our protest to 
the above bill which proposes to increase the rate of first-class mail. 

This company feels very strongly that if more efficient methods were used in 
various departments of the Post Office and if the franking privileges were re- 
moved from various departments of the Government that the saving realized by 
increased efficiency and in deleting such free services it would then not require 
an increase in the rate of first-class mail and it is our understanding that first- 
class mail does not show a loss but that the losses are suffered in other classes 
of mail. 

We would appreciate very much your entering this letter as our protest to the 
increase proposed in the above bill. 

Yours very truly, 
G. THORESEN, Vice President 


WasHrnoton, D. C., July 17, 1953. 
Hon. Epwarp H. Rees, 


Chairman, House Committee on Post Office and Civil Service, 
House Office Building: 

Have just learned of public hearing on H. R. 6052. This is very short notice 
indeed. Wish to protest vehemently against the haste and ask that this telegram 
be made part of the record in opposition to postal-rate increase on newspapers, 
books, magazines, and other printed matter. Postal deficit is nothing new and 
can be justified if Postal Department is run efficiently. You already know the 
reasons from past hearings why we think that postal deficit is distinctly the 
lesser evil compared with high prices on newspapers, magazines, books, etc. Up- 
shot is that we strongly oppose the postal-rate increase on these items. 

Respectfully, 
INTERNATIONAL PRINTING PRESSMEN AND ASSISTANTS UNION 
or NortH AMERICA, 
By Grorce L. Gooce, Vice President. 


PASADENA, Cair., July 16, 1953. 
House Post Orrice COMMITTEE, 


Washington, D.C. 

GENTLEMEN: As a lowly taxpayer and also user of the mails, may I take this 
opportunity to testify by letter in the matter of the proposed increase in postal 
rates, 

I use only first-class mail in all matter which I send out. It is my understand- 
ing that this class of mail pays its way at existing rates. If not correct, I shall 
be glad to be so advised. 

Also I receive great quantities of advertising on which postage at a lower rate 
has been paid by the sender. I do not want this material and throw it into the 
wastebasket without opening. I judge that this class of mail has been brought 

















604 POSTAL-RATE» REVISION 


to me. at.a loss, and.object to paying this loss, either in the form of income taxes or 
first-class postage, above the cost of service received. 

May I suggest that the Post Office, if it does not already have the information, 
determine the actual cost of delivering a unit ounee of mail. Then ia law shoutd 
be passed which would prohibit accepting mail on which postage had been paid 
in an amount less than the cost so determined. 

Thus-a service would be rendered which would be fair to all and eliminate the 
postal deficit. 

Thank you for giving this testimony a hearing and your thoughtful considera- 
tion. 

Very truly yours, 
G. Morton MINort. 


Ext BripcE Co., 
Jacksonville, Ill., July 7, 1953. 
Hon. Sip Sampson, 
United States Congressman from Illinois, 
House Office Building, Washington, D. C. 

Dear Sip: Through the press we have been reading of the Postmaster Gen- 
eral’s intention to request of Congress for an increase in postal rates effective 
this year. Now, through the National Council on Business Mail it is learned 
that bill H. R. 6052 for this increase has been introduced under date of July 1. 
Most classes of mail will be affected; fourth class or parcel post being omitted 
because the Interstate Commerce Commission has granted an increase for 
parcel post, effective October 1, 1953. 

It is realized that the Post Office Department deficit has been increasing year 
by year, caused not only by certain classes of mail net paying their way, but 
by the multitudinous services that have been piled on the Post Office Department. 
Just a few of these are: Sale of migratory bird stamps, (from the Department 
of the Interior), sale of documentary stamps and Postal Savings Department 
from Department of the Treasury, and the free handling of mail for all depart- 
ments of the Government. If these services were charged to the various depart- 
ments much of this Post Office Department deficit could be wiped out. 

The portion of H. R. 6052 which we consider most unfair is the raising of rates 
for first-class mail. According to all of the information we have been able to 
read, first-class mail pays its way and also helps to carry some other classes of 
mail which are deficient. Why should this extra expense be thrust on the general 
public instead of bringing other classes. of mail up to a pay-as-you-go basis? If 
an accurate costing could be procured on the various classes of mail, and then 
require each to carry its own load on somewhere near a paying basis, we would 
have no objection to such increases. 

We are against this present bill in the form as now written and ask you to 
yote “No” when the bill is brought to the floor of the House. There seems to be 
some feeling on the part of those in the know that H. R. 6052 will not reach the 
floor of the House in this session but we want to voice our objection to a propesed 
increase in first-class mail rates. Of course a raise in first-class mail rates is 
the easiest place to get much higher revenue. Everyone uses letter mail and 
any first-class mail rate increase would mean extra tax on every citizen. 

At your convenience will you contact Representative Edward H. Rees, chair- 
man of the House Post Office and Civil Service Committee and get his personal 
opinion of H. R. 6052 in its present form? We would like to hear a report from 
a representative in the know and certainly Representative Rees should be able to 
supply an expert’s opinion on this-pestal-increase business. 

Good wishes personally. 

Sincerely, 
Lee A Sutrivan, President. 


STERLING NATIONAL BANK & Trust Co,, or New York, 
New York, N. Y., July 17, 1958. 
Hon, Enpwarp H,. REEs, 
Chairman, House Posi Office and Civil Service Committee, 
House Office Building, Washington, D. C. 

Dear Str: No one envies you men in Washington at this time of year, attempt- 
ing to level out a mountain of work before adjournment. By the same token, 
can the short time between now and the end of July be considered sufficient 
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to gather and evaluate the required basic data relative to H. R. 6052? It seems 
doubtful, 

The suddenness with which H. R. 6052 is being presented makes it appear 
that unfair strategy is being employed to force postal rate increases upon us. 

Although I cannot release definite figures on this bank’s annual mailing costs, 
I cam say that H. R. 6052 would increase our yearly operating costs by thou- 
sands of doliars. This expense would be a burden unalleviated by any in- 
<rease in value received. 

Today banking is a mass service. Banks are mass mailers even if they mail 
nothing beyond routine correspondence and statements. These are facets of a 
bank's service that cannot be cut to alleviate an arbitrary raise in postal rates. 

Further, many banks are not large enough to match their competitors’ pro- 
motion. That is, they cannot afford such mass media as newspapers, radio, 
and television. These banks must select specific audiences and reach them 
by first- or third-class mail. Almost invariably such mailings are local—the 
least expensive type for the post office to handle. 

The passage of H. R. 6052 would work a hardship on every bank in the coun- 
try. Passed without sufficient evidence as to its necessity, or without a complete 
evaluation of all factors involved in the postal deficit, could lead only to the 
inference that haste had taken wisdom’s place in the driver's seat in Washington. 

Sincerely, 
Wire S. Rowe, Advertising Manager. 


CoNnoveR-MAST PUBLICATIONS, 
New York, N. Y., July 17, 1958. 


Hon. Freperic R. Coupert, Jr., 
House Office Building, Washington, D. C. 
DEAR REPRESENTATIVE CouDERT: The following wire has been sent to the Hon- 
orable Edward H. Rees, chairman, House Post Office and Civil Service Committee : 
“Proposed postal increases (H. R. 6052) will cause severe losses to our book- 
publishing operation. Imperative we have opportunity to prepare and file state- 


ment with your committee. Strongly urge no committee action until all those 
affected have been heard.” 

We will be most grateful for your action in filing our statement, as embodied 
in this letter, in the records of the House Post Office and Civil Service Committee. 

The book division of Conover-Mast Publications is a small department of the 
company recently organized to further serve, through the publication of tech- 
nical books, the industrial fields covered by the company’s magazines. 

Due to the technical nature of Conover-Mast books they are sold profitably 
only by direct mail. Hence 98 percent of our total business is dependent upon 
direct-mail promotion. 

The book division is still in its infancy but is assuming increasing importance 
in the service it renders through the dissemination of technical information to 
American industry. We believe it is vitally necessary, therefore, that its growth 
he encouraged and that it continues to render a reasonable profit to its pub- 
lisher. 

The figures on the attached sheet show that if the postal rate increases as 
contained in H. R. 6052 were to become law the book division of Conover-Mast 
Publications would suffer a seyere setback in its normal growth. 

We believe that our book-publishing operation is typical of many small busi- 
nesses which depend nearly 100 percent on direct-mail selling for their existence. 
The new postal rates proposed in H. R. 6052 will seriously hinder the growth 
of many and will put out of business many more. 

It is our recommendation, therefore, that the House Post Office and Civil 
Service Committee devote additional time to studying all the facts regarding 
the extent to which postal rates should be increased, and to working out, in 
conjunction with representatives from all segments of the direct-mail industry, 
a more equitable bill. 

Respectfully yours, 


Don L. Horton, Manager, Book Division. 
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Cost or Postace on Direct Marri SALes Promotion, Book DIvisien, 
Conover-Mast Puswications, INc. 


1. Cost of postage on direct mail for entire year of 1953. Last 6 months of 
year are projected on basis of quantities mailed during first 6 months: 


Third class, 550,000 pieces eee “ Seco o eatin te LL, Lae BR; SOD 
First class, 50,000 pieces ; oats 


9, 750 


2. Cost of postage on direct mail for entire year of 1954, based on anticipated 
volume necessary to promote our books adequately. 


Present | Proposed 
postal rates | postal rates 


lhird class, 750,000 pieces ede teen ae $11, 250 $15, 000 
First class, 55,000 piece i 1,650 2, 200 


hes ae a pig etenp denne . 12, 900 17, 200 


3. Gross profit, expenses, and net profit as related to postage costs. 
(a) 1953, projected on basis of volume and expenses during first 6 months: 


Gross profit (equivalent to $5.95 per $1 postage expended) 
I actertineet-aidetes antaenditnes a ate ine ; 


Net profit___- eg 
(b) 1954, under present postal rates: 


Gross profit (projected at $5.95 to $1 ratio as above) —_ 
Expenses (allowing specifically for increased overhead and 
costs) -- 


Net profit 
(c) 1954, under propsed postal rates: 


Gross profit._.__- , euolls L 
Expenses - ; 356.35 a ce add . 76,300 


Loss 


Wa.tAce Brown, INc., 
New York, N. Y., July 21, 1953. 
Congressman FREDERIC COUDERT, 
House of Representatives, Washington, D. C. 

Dear Str: This letter is in protest of the provisions of H. R. 6052 which pro- 
poses to raise post-office rates on first-, second-, and third-class mail. 

Unfortunately, we are not in a position to appear personally. We should be 
indebted to you if you will enter this letter as a statement in protest in the 
open hearings. 

One is impressed by the vast divergencies of opinions within Washington 
with respect to the Post Office, its operations, and its problems. The Comptroller 
General is quoted as saying that the Post Office “has a long way to go before 
its accounting can be considered adequate or efficient * * *” and that the ac- 
counting system “fails to meet any of the requirements normally expected of a 
modern accounting system * * *,” 

Congressman Frank T, Bow, Republican, of Iowa, is reported to have made a 
speech in the House questioning the fact as to whether or not there is a Post Office 
deficit. 

The Congressional Record for July 2 reports Congressman Harold C. Hagen, 
Republican, of Minnesota, saying among other things that rate changes now 
would be disastrous to the Nation’s economy and should be vigorously opposed. 

Our main objection to the proposed increase in third-class mail is that it will 
impose a tremendous burden on small businesses and we believe will result in a 
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serious blow to our entire economy. May I indicate a few of the many points 
which should be carefuly surveyed before this proposed legislation is acted upon: 

1. From its very inception, the Post Office was established as a service to the 
public and cost of service was secondary. The new rates proposed for first-, 
second-, and third-class mail as well as the new rates for parcel post, consider 
cost only. Congress seems to be neglecting service to the public entirely. 

2. The Post Office has always considered first-class mail as most productive 
financially. ‘Third-class mail has always produced first-class mail revenue. 
Ours, as well as many businesses depend to a large extent on the use of third- 
class mail for promotions. To increase third-class costs will reduce our use of it, 
thus curtailing our business volume, reducing our profit, and reducing Govern- 
ment revenue; not only in profit from first-class revenue, but in taxes as well. 
The attending dislocation to small businesses will affect our economy severely. 

3. Succesive increases in Post Office rates have not eliminated nor reduced so- 
called deficits; witness the effects of the increase in parcel post charges from 
October 1951 and the effect of Public Law 199. These two acts resulted in 
diversion of shipping from parcel post and added an additional $52 million 
deficit to the existing one. 

4. Continual increases in postal rates are not only destructive to small busi- 
nesses, but they also tend to price the Government out of many classes of mail 
services. These services were established for the benefit of the public by acts 
of Congress. 

Obviously the administration is aware of all of these problems and points. I 
feel sure that was the basis for appointing the Carlson committee for the pur- 
pose of investigating the Post Office and its problems. It strikes us Congress 
might well await the report of the Carlson committee before undertaking hurried 
solutions for very complicated and important problems. 

Very truly yours, 
DANIEL GoLpsTeIn, Vice President. 


LATHEM TIME RECORDER Co., 
Atlanta, Ga., July 22, 19538. 
EpWaArp H. REEs, 
Chairman of the Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

My Dear CHAIRMAN Rees: The following is my statement on bill H. R. 6052 
which I would like placed in the record of the hearings on this important matter. 

During the past few weeks I have written quite a few letters to my Congress- 
man and Senators from my State. In all of them I have stated frankly and 
honestly just what bill H. R. 6052 would to toward hindering the growth of my 
business. Since 90 percent of our advertising is carried on through the third- 
class mailing channels, and 25,000 pieces of such mailing go out each week for 
52 weeks the third-class increase would mean a total loss of revenue of $6,500 
per year in advertising cost alone. This, of course, does not include the increases 
all along the postage line. I would estimate that it will run in the neighborhood 
of $9,000 to $10,000 total drop in revenue per year should this new increase go 
through. 

In the area of the Atlanta section I have discussed this problem with many 
businesses who do direct-mail advertising. All! of us are in the same boat. My 
own particular case however, is made very difficult by the fact that direct mail 
is so vital a method of advertising for us. 

In advertising our business machines through direct mail we have a system 
that is unique. We went into this system of advertising and selling after the 
war when expenses of traveling a specialized salesman grew too large to be 
practicable. We were able through the mails to reach our prospects and service 
their requirements with less expense than we formerly did with salesmen travel 
ing throughout the United States. 

In order to operate a business of this sort it is necessary to reach the indi- 
viduals through the mails. No other system of advertising (and we have tried 
them all), pays nearly so well as does direct-mail advertising. 

So, in our personal instance it’s going to mean that we will have to increase our 
prices to absorb this second increase of cost. This will come at a time when 
business in general is sliding a little. It comes at a time when the inquiries 
received from direct mail are on the slide. It could do to us what is has done 


36316—53—-vol. 2 30 





608 POSTAL-RATE REVISION 


to many of the smaller direct-mail houses. That is, they have had to close their 
doors and find other means of making a livelihood. 

I was very interested in an answer received from my letter to the Office of 
Postmaster General Arthur Summerfield. It was a form letter written by Albert 
J. Robertson, Assistant Postmaster General. I would like to quote from this 
form letter. 

“The annual expenses of operating the postal service are now about $1,455 
million higher than they were on July 1, 1945, because of increases in salaries 
of postal employees, increases in rates for transportation, and increases in prices 
for supplies and equipment. During this period the annual revenues of the 
Post Office Department have increased by only $390 million due to higher rates 
authorized for postage and fees.” 

This means to me only one thing, that a 50-percent increase in the cost of 
postage did not defray the expenses or the extra additional expense of the post 
office but a minor fraction. What earthly reason would there be for another 
identical increase when it will hurt so many and help so few? It is obvious that 
there will still be over a billion-dollar deticit. The increase in the third-class 
mail is of course the biggest burden to American business. The man*on the 
street does not use this form of mail to any great extent. Therefore, how can 
it possibly be equitable to increase this all-important cost of doing business 
through a penalty to business alone? 

Again I wish to state that I think the proposed postage increases are unwise 
and unfair and again refer you to the quotation above taken from Mr. Robert- 
son’s letter. I don’t think that you could solve.the postal deficit even if the 
bill H. R. 6052 called for a 5-to-1 increase. Al] this bill will do is to curb the use 
of third-class mail as well as all other types and seriously jeopardize one of the 
largest types of business in America today. 

In closing my statement I genuinely hope that the gentlemen of your committee 
will explore every possible channel open before increasing postage again. 

Yours very truly, 
L. P. LATHEM, Jr., President. 


STATEMENT OF G. W. SCHAFFER, TRAFFIC MANAGER, NEWARK, WAYNE County, 
oe 4 


Chairman Epwarp REEs, 
House Post Office and Civil Service Committee, 
Old House Office Building, Washington, D. C. 

GENTLEMEN: The writer being unable to appear personally respectfully re- 
quests this prepared statement be considered on behalf of the below-listed 
associated manufacturing, distributing, and sales organizations, with home 
offices at Newark, Wayne County, New York State: 

Cc. W. Stuart & Co., nursery stock, fertilizer, grass seed, and chinaware. 
Quaker Hill, Inc., nursery stock, fertilizer, and grass seed. 

Knight & Bostwick, nursery stock, fertilizer, and grass seed. 

Empire Nursery Products, Inc., nursery stock, fertilizer, and grass seed. 
William C. Moore & Co., nursery stock, fertilizer, and grass seed, 
Emmons Jewelers, Inc., costume jewelry. 

Sarah Coventry, Inc., costume jewelry. 

C. H. Stuart & Co., Inc., manufacturers of cosmetic products. 

Pitkin, Ine., distributor of cosmetic products. 

Christy, Inc., distributor of cosmetic products. 

Paul D. Newton & Co., Inc,, distributor of cosmetic products. 

The House of Stuart, Inc., distribtuor of cosmetic products. 

Commercial Laboratories, Inc., distributor of cosmetic products. 

Silver Counselors, Inc., shippers of silverware. 

Empire Crafts Corp,, distribute silver flatware and china. 

Home Decorators, distribute silver flatware and china. 

Our organizations did a gross sale business of approximately $50 million 
and furnished employment to 14,000 sales representatives during 1952. This 
employment figure is exclusive of the many employees engaged at the home 
office in Newark who depend on these industries for their means of livelihood. 

The recently approved increase in parcel-post zone rates to become effective 
on October 1 together with the proposed mail-rate increases recommended by 
H. R. 6052 seriously affects our cost of operation. It also has a most demoraliz- 
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ing effect on our salespeople. Like most well-ordered business organizations, 
our operating budgets. have been established and there is a limit in the amount 
of overhead expense beyond which one cannot go and still produce a reasonable 
and justifiable profit. 

Last year, our postage bill for other than fourth class was approximately 
$500,000, This figure does not include amounts for first-class and airmail postage 
expended by the sales force in mailing reports, orders, and correspondence. To 
arbitrarily increase first-class and airmail rates by 0.01 cent per ounce or letter, 
will definitely upset our already severely trimmed appropriations. 

The Postmaster General has already stated the antiquated postal establish- 
ment and accounting procedure and methods are cumbersome, inefficient, and in- 
adequate. He is doing a commendable job of reorganization which should result 
in a much improved Department. These allegations have been confirmed by the 
Hoover Committee reports, the Government Accounting Office, and other legis- 
lative agencies who have attempted to fathom the intricate accounting and oper- 
ating records of the Post Office Department. 

The very fact that the Congress, cognizant of the deficiency, has appropriated 
funds and established committees should serve to halt any further consideration 
of increased postal rates until those committees have completed their investiga 
tions. As stated by Congressman Bow in the Congressional Record dated 
July 2, “It is questionable as to whether or not there is a postal deficit.” It was 
further stated by Congressman Hagen in the same Record that, “Rate changes 
now would be disastrous to the Nation’s economy.” Surely the counsel of these 
sincere Representatives of the voters should not go unheeded. 

We are hereby registering our strongest opposition to the increase of postal 
rates at this time. Our opinion is that when the methods and reorganization of 
the postal department have been completed, when its accounting system has 
been brought up to date, and those services charged now to the postal department 
have been placed where they rightfully belong, and when the restrictive size 
and weight limitations together with discrimination between classes of post office 
has been removed. It will be found that there is no deficit, that the postal de 
partment has been improved for the promotion of the service and to the best 
interest of the public. 

The postal service is a vital necessity to the economic growth and life of our 
people. There is no private agency capable of carrying on the tremendous sery 
ice and no substitute for the needs of commerce. These facts, however, do 
not mean that continuing rising rates, curtailment of service, and wasteful prac- 
tices cannot be a most important contributing factor in the deterioration of the 
Department and its attendant disastrous result to the individual and national 
economy. 

Considering the far-reaching effects of any changes in the postal rates, the 
investigations authorized and now in progress, the changes and modernization 
movements being undertaken in the Post Office Department and in its accounting 
methods, cost-ascertainment systems, it is unreasonable to arbitrarily approve 
any recommended increase in rates at this time. We request that all parties 
concerned here take a long-range and realistic attitude with regard to this legis 
lation so as to withhold any hasty and improper decision at this time. 

The public interest and economic growth of our Nation should receive serious 
consideration. We therefore call upon this committee and the Congress to with 
hold action until full and accurate facts have been developed. Then such a 
course approved which will insure an expanded service for the improvement and 
promotion of our postal system to the best interest of the public and domestic 
commerce. 


THE Reuven H. DONNELLEY Corp., 
New York, July 24, 1953. 
Hon. Epwarp H. REEgs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Rees: Your post card of July 18 has just reached me. 
Thank you for the opportunity of placing a statement on H. R. 6052 in the record 
of the hearings. 

The huge operating deficit in the Post Office Department must be stopped. 
But simply because there is a deficit does not mean that rates arbitrarily should 
be raised. The Post Office Department must be run more efficiently (the Hoover 
Commission made recommendations in this regard). If a private company were 
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to raise its prices every time it sustained an operating loss through inefficient 
methods, it would very quickly price itself out of business. 

I agree that in certain cases the Post Office has to collect more money for 
some of the mail it handles. The biggest individual money loser is second-class 
mail. Regardless of how much the newspaper and magazine publishers lobby 
against postal increases, it will never alter the fact that it cost more than they 
pay to deliver their periodicals, 

On the other hand, third-class mail sent under the bulk rate is another matter 
entirely. First of all, it was given a 50 percent increase just 1 year ago. Sec- 
ondly, it is the easiest material for the Post Office Department to handle. 

1. It is delivered right to the post office by the mailer. 

2. It is all sorted by city and separately bagged. 

3. In many cases the local post office does not even have to do anything but 
put the entire bag of mail—just as received—right on a train for the city of 
delivery. 

4. In many cases, mail being sent to large cities is tied out in bundles in street 
and house-number order—thus expediting the sorting by carriers for home de- 
livery. 

5. Rural route mail is tied out in bundles for each carrier. 

Just compare the handling of 3,000 letters going from New York to New Or- 
leans as regular third-class mail and as third-class bulk mail. The regular third 
class has got to be picked up, sorted by city, bagged, and completely sorted for 
earriers at the other end. Exactly the same work is required as for first-class 
mail, except that theoretically it does not get immediate handling if the post 
office is busy. Yet the post office proposes to charge only one-half of the first- 
class rate—and the very same amount as for bulk mail that is delivered right 
to the post office, is all bagged and sorted, and in most instances does not have 
to have anything done to it but be put on a train as is. 

When you get right down to it, the only real important differences between first- 
class and regular third-class mail is that the postmaster may open the latter 
for inspection if he wishes. 

Here are my recommendations: 

1. Put into effect the operating economies recommended by the Hoover study. 

2. Increase rates for second-class mail more in keeping with the cost of trans- 
porting and delivering heavy magazines and newspapers. 

3. If second-class mail is to be handled at less than cost because of the de- 
sirability for disseminating news and education to the people, then appropriate 
money to the Post Office Department for this purpose—just as the Department 
of Agriculture receives an appropriation to do things in behalf of the people. 

4. Charge the cost of handling “franked” mail for the various Government 
departments against those departments’ appropriations instead of against the 
Post Office Department. 

5. Increase the rate for handling regular third-class mail (not bulk) which 
ie not sorted, bagged, and delivered to the post office by the mailer. 

Sincerely yours, 
H. B. MrrcHe tt, 
Eastern Manager, Direct Mail Division. 


THE WHITEHALL Forum, 
Whitehall, Mich., July 21, 1953. 
Representative Epwarp H. Regs, 
Chairman, House Post Office Committee. 
House of Representatives, Washington, D. C. 

DeAR REPRESENTATIVE Rees: I am a weekly newspaper publisher and the vice 
president of the Michigan Press Association. In lieu of a trip to Washington 
which would take up needlessly your committee’s time and my own, I would 
like you to have these few observations as to the proposed postal-rate increase. 

I do not presume to speak for all the weekly publishers in Michigan, although 
I know several who feel exactly as I do. I am giving you my own feeling in 
this matter: 

1. I want taxes cut to the minimum necessary for efficient government. One 
way to do this, I realize, is by eliminating subsidies to businesses of all kinds. 

2. I don’t want any subsidies. I want to stand on my own feel and I want 
my business to stand on its own feet. 
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3. I know the present second-class rate is unrealistic. 1 want to pay my 
fair share of the cost of mailing my paper. But I don’t want to pay part 
of the costs of other people who use the mail service, if I can help it. 

For instance, it is my impression, that the free-franked mail sent out by 
the Members of Congress is charged to the Post Office Department as genera! 
overhead. If that is so, it is inaccurate bookkeeping. I have no objection to 
franked mail, but it should be charged to the users, not to the Post Office. 

Then, chere are certain services which seem to me to be unwarranted by 
modern conditions, but which lift post-office costs. Among these are such things 
as postal-savings department and the printing of return addresses on envelopes 
There is also the matter of general post-office efficiency. Which adds up to the 
nubof this letter : 

4. I want to pay my fair postal charges. I don’t want other taxpayers financing 
my business. But I don’t want to be assessed under the guise of “costs” for 
all kinds of silly socialistic practices which may have grown up in the Post 
Office Department during the years. 

Do I make my stand clear? 

Sincerely, 
L. J. Berman, Editor. 


STATEMENT OF JOHN RK. WEAVER, PRESIDENT, RoyaL Home Llropucts, INc., 
CINCINNATI, OHIO 


Mr. Chairman, members of the committee, Royal Home Products, Inc., is 
located at 1127 Richmond Street, Cincinnati, Ohio. Our business is 95 percent 
mail-order trading under the name “Zanol Products.” The products manufac 
tured and sold are in excess of 100 items composed of food products, toilet 
articles, and household necessities. This business has been in continuous opera 
tion for over 45 years. Since World War II and up until approximately 18 
months ago the average number of employees was from 100 to 150. 

As a direct result of the parcel-post-rate increases, in the fall of 1951 our 
volume has dropped approximately 50 percent and the number of employees 
now stands at 52. 

Within the past 18 months we have had to completely revise our plan of sell 
ing, etc., to cope with the increased postal rates. We believe that our business 
can now survive if postal rates are stabilized at current rates. However, new 
rate increases under H. R. 6052 and the ICC parcel-post increases will be more 
than our business can absorb. 

For a number of years we have been collecting and remitting in excess of 
$50,000 per year for Federal retail excise taxes alone to the United States Treas 
ury. This, coupled with income taxes, withholding taxes, etc., runs in excess of 
$100,000. It is difficult for us to see the economy in destroying a source of 
income such as this for the Federal Government. 

Over a period of 45 years our business has been built upon postal policies 
of long standing and we cannot understand the principles involved in the new 
approach to postal affairs. 

Some 5,000 independent dealers handle our merchandise throughout the coun 
try and will be adversely affected should our business cease operations. We 
also feel that our case is typical of many other small mail-order businesses 
throughout the entire country. 

It is our humble opinion that the loss to our economy and the Government 
will far outweigh any possible gain by further increasing postal rates 


Town Topics, 
Princeton, N. J., July 23, 1953. 
Congressman CHarLes R. Howe 1, 
House Office Building, Washington, D. C. 

Deak CHARLIE: We shall be most appreciative if you will take the necessary 
steps to have the following opinions incorporated into the official committee 
proceedings on the postal rate increase bill: 

As editor and publisher of Town Topics, a weekly newspaper published in 
Princeton, N. J., I should like respectfully to call to the committee’s attention 
the increasing trend toward use of third-class mail by so-called country news 
papers. ‘Town Topics was founded 7 years ago in the belief that ability to send 
it to every resident of the Princeton area might give the community a single 
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medium of communication and at the same time enable the merchants of the 
town to bring their various businesses to the attention of the entire shopping 
area open to them. No other existing medium was achieving even 50 percent 
of that goal. 

In return for the markedly increased mailing costs, we eliminated such expenses 
as cirenlation campaigns, bookkeeping and billing costs, and all danger of the 
habit that most country weeklies with second-class mail privileges develop: 
continued mailings to those who have not paid subscription bills for many 
months, or have actually discontinued their subscriptions. 

Within certain definite limitations, the much greater expense of third-class 
mail warrants its use and elimination of the foregoing problems. However, in the 
past 5 years, our cost per copy has been increased by 50 percent (from 1 cent to 
1% cent per copy) and the current bill seeks to double the 1948 cost by setting 
the price at a minimum of 2 cents. 

Nothing comparable has struck country newspapers using second-class mail 
and the current bill seeks (rightly enough) to protect them from further costs 
by retaining so-called in-county privileges 

It is extension of these privileges to third-class in-county mail that we wish 
to urge. Better than 95 percent of our circulation is in this classification, all 
of it mailed through and delivered by the Princeton Post Office. Our postage 
costs annually are already between $4,000 and $5,000; our entire operation, 
delivered sorted for each carrier and even adjusted to his “relay points,” is a 
major source of net income as postal operations go. 

If the purpose of the pending bill is to erase operations within the postal 
department now creating deficits, well and good. Conversely, it would seem fair 
and logical to make consistent exemptions for operations that do much more 
than pay their way. ‘ 

We should like, of course, to qualify as a controlled circulation newspaper, 
for which the rates are lower than straight third-class mail, and for which 
classification we also urge no increase for in-county mailing. However; based 
on the existing definition in the Postal Rate Revision of 1948 (sec. 203), we must 
publish 24 pages regularly and have not yet quite attained that stature. It is 
worth noting in passing that to define a publication’s size by its number of pages 
is not wholly meaningful. A page, unless itself defined, can be any size and 
thus the law provides no common denominator. 

In conclusion, our request is for consideration of the trend by the country 
newspaper to a much wider scope within a community through free circulation 
and therefore third-class mail. Extension of in-county privileges to third-class 
users (and to newspapers which qualify under the present page-size definition ) 
will help stabilize the steadily mounting costs which this segment of the small 
business world is facing. On the other hand, it will allow for third-class 
increases governing pure advertising matter and mailed from one point all over 
the Nation and accordingly requiring a far greater handling, sorting, and carrier 
expense. We respectfully submit that the two operations are in no way 
comparable. 

With every appreciation for the time and consideration given this request, 
I am, 

Sincerely, 
Donatp C. Srvart, Jr 

P. S. A copy of our current issue is enclosed to substantiate the fact that we 
are not an “advertising sheet” but cover the community news in full, including 
all town developments from births to obituaries ; coming events, theaters, sports, 
ete. (note use of your intriguing item in one of our lead paragraphs). 


STATEMENT OF GREETINGS UNLIMITED, INC. 


We would like to have your committee, now conducting hearings on’ H. R. 
6052, consider the following information. 

We are a small company in the direct selling field. We ely on mailings of 
literature and catalogs which are sent out throughout the country by third- 
class mail. Third-class mail is vitally important to us if we are to continue 
operations. Third-class mail is also very important to a large segment of 
American business for promotional purposes. If the cost of third-class mail is 
increased much more, we will, of necessity, have to curtail the amount of pro- 
motional material that we send out. Needless to say, the volume of our busi- 
ness will suffer as a result. 
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Our business, while not large, does employ 50 people at our peak season, and, 
needless to say, this adds up to considerable payroll by the end of the year. Our 
parcel-post expenditures last year were $38,000, and our first-class and third 
class mailings cost us $11,584.84. Our business is providing a pretty impressive 
amount of revenue to the Government. 

We feel that business is being rated out of existence or at least into curtail 
ment of the size of operations. Most of our deliveries are made by parcel post, 
and we have a 36-percent increase in parcel-post rates facing us now. Addi 
tional increases in third-class mail will provide a burden that is very apt to be 
back-breaking. We certainly will have to reduce the amount of promotional 
work if the third-class rate is increased. This not only will decrease our own 
volume but, needless to say, will cut down considerably in the amount of print 
ing we buy, the amount of taxes we pay, and the amount of parcel post we will 
be sending out to our customers. 

Postal service is primarily a public service, and a large percentage of the 
smaller post offices, star routes, and rural routes which must be maintained for 
letter service operate at a loss and do not produce enough revenue to even pay 
their postmasters. Yet we realize that these offices are necessary. The Post 
Office Department is also called upon to render a great amount of service to other 
departments of the Government without charge. The Post Office Department 
is not a business operating for profit. If it were, a great number of these 
branches or small post offices would be closed. We, therefore, feel it is defi 
nitely wrong for the Postmaster General to show so-called deficits and try and 
base rates to American business for third-class mailings, parcel post, first- 
class mailings that will wipe out these deficits. 

We feel that Congress in making rates must give consideration to the mail 
receiver, in other words, the general public and not attempt to pass the entire 
cost on to business. 

Third-class mail gets deferred handling, and it constitutes fill-in work after 
preferred mail is handled. It, therefore, utilizes slack time of the postal workers 
who would otherwise be standing around idle. It certainly helps to pay the 
Post Office Department’s overhead. It is a byproduct of the postal operation the 
same as many services rendered by business at no profit or very little profit to 
help take up slack time of workers in the off periods of the day. 

Third-class mail is one of the greatest promoters of business in general and a 
very heavy producer of first-class-mail revenue, Every inquiry that we receive 
as a result of our third-class mailings has to be answered by first-class mail, 
and where active accounts are established, first-class letters are continued from 
there on. 

The size and weight limit law, which we are told has added $52 million tu 
the Post Office Department’s deficit through loss of parcel-post revenue to other 
means of transportation, is not being corrected. It would seem to us that action 
along this line would make a lot more commonsense than trying to pile rate 
increase. Small business cannot stand these continual increases, and if Con 
zress insists in putting them through, there is bound to be curtailment of busi- 
ness with the hardships that always follow. 

We feel that Congress should wait for the Carlson committee report, which 
we understand is due in January. It would seem to us that Congress would be 
in a far better position to take intelligent action after this report is in and has 
been studied. 

While we have mentioned our own payroll of 50 people, consideration should 
be given to the thousands of agents throughout the country, many of whom are 
disabled or blind, who make their living, whole or in part, by selling house to 
house and buying their merchandise from companies such as ourselves. 

We cannot urge you too strongly to vote against these new increases in third- 
class-mail rates, particularly, and first-class secondly, as these increases will 
seriously affect many hundreds of thousands of persons, our employees and our 
sales agents included, along with the postal employees. 

We sincerely trust that after due consideration, you will vote against these 
rate increases at this time. 

Sincerely yours, 
Ourrrorp B®. McItratn, 
St. Paul, Minn. 
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STATEMENT oF SAMUEL E. KLEIN, PRESIDENT, UNITED NATIONAL ASSOCIATION OF 
Post OFFICE CLERKS 


Mr. Chairman, my name is Samuel E. Klein. I am president and legislative 
representative of the United National Association of Post Office Clerks, with 
branches throughout the United States and its possessions. 

I appreciate the courtesy extended to me to express the views of our associa 
tion on this very important matter. We are in agreement with those who 
advocate higher postal rates at this time, as we feel that had the rates been 
increased, consistent with increases in operating charges, the postal deficit 
would have been substantially reduced. 

It is estimated that during the fiscal year 1952 the Post Office Department 
sustained a loss amounting to over $550 million in the handling of second-, third-, 
and fourth-class matter. The largest single loss was attributed to the handling 
of second-class matter. The handling of the various special services, such as 
registry, insurance, C. O. D.’s, etc., resulted in a loss to the Department amount 
ing to $60 million. 

We helieve that the increases requested for second-class matter, which amounts 
to $20 million, is modest, compared to the increases in subscription rates and for 
advertising matter in publications and newspapers which publishers are charg 
ing the American people. 

It is noted that none of the recommended increases will come from publica- 
tions issued by religious, educational, scientific, philanthropic, agricultural, 
labor, veterans, or fraternal organizations or associations not organized for 
profit. 

On third-class mail the Department sustained a loss of $190 million during 
fiscal year 1952. The present rates on this class of mail are far below handling 
and transportation charges and should be increased to produce sufficient revenue 
which will cover as nearly as practicable the handling and transportation costs of 
the mail. 

We believe that the present 3 cent stamp is the world’s biggest bargain and, 
while it is true that a slight surplus is shown for handling this class of mail, we, 
nevertheless, believe that the rate for first class, including local mail, should be 
increased a minimum of 1 cent per ounce over the present rate. 

The morale of postal employees is not increased, but, on the contrary, is 
diminished each time they read of the mounting deficit of the Post Office De- 
partment and, therefore, we believe, that the increase in postage rates recom- 
mended by the Postmaster General and his staff is fair and equitable and will 
produce sufficient revenue for the Department, together with economical manage- 
ment, to substantially reduce the huge deficit. 

We, therefore, urge this distinguished committee to favorably report H. R. 
6052 to the House, and at the same time to also make some provisions therein 
toward increasing the salaries of post-office employees, 


LINCOLN LETTER SERVICE, 
New York, N. Y., July 16, 1953. 
Congressman JACOB JAVITS, 
House of Representatives, Washington, D. C. 

DraR CONGRESSMAN JAVITS: It is my understanding that a postage-increase bill 
has been introduced in the House and that hearings are being held this week. 
I think this haste is unnecessary and the bill should be carefully considered 
before being introduced in the House. 

I understand the Senate is studying the problem more carefully and I believe 
that the Carlson committee in the Senate should have an opportunity to finish 
their study before the House takes action. 

A postage increase at this time on top of 50 percent increase on the third- 
class rates last year, plus additional increases on other classes of mail would 
most seriously affect the direct-mail-advertising industry and likely be respon- 
sible for thousands of jobs being lost in New York City alone. 

As an employer of approximately 50 people, I foresee a tremendous reduction 
in business if the mails are made more expensive for my customers. Please 
have my comments inserted into the testimony before the House Postal Committee. 

Thanking you for your immediate attention for the above, I remain. 

Very truly yours, 
NOKMAN EISNER, President. 
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Durry & ASSOCIATES, IN« 
Vilbcaukee, Wis., July 28, 19538 
Epwarp H. REEs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. (. 

REPRESENTATIVE Rees: We would like our following statement entered on the 
record regarding postal rate bill H. R. 6052: 

Postal-rate increases are not desirable from our business standpoint at this 
time. Our earnings would be further reduced to a level where much less State 
and Federal income-tax revenue could be collected. Economic trends, due to 
recent currents events, would make postal increases out of date, unnecessarily 
high and not to the best interests of all taxpayers. We therefore stand against 
any such postal-rate increases at this time. 

Very truly yours, 
Criirrorp J. Durry, President. 


THe CUNEO Press, INc., 
Chicago, Iil., July 23, 1958. 
Re Protest against H. R. 6052. 
Representative Epwarp H. Rees, 
Chairman, IHlouse Committee on Post Office and Civil Service, 
Washington, D.C. 

Dear CONGRESSMAN Rees: I am in receipt of a telegram from Frederick C. 
Belen, chief counsel, Post Office Committee; today, invited me to appear by Sat- 
urday. This hardly gives me time enough to prepare, and as I wired, if the 
hearings are going to continue next week we would like to appear. However, I 
am filing this statement at this time, although it seems to me tragic to rush a 
hill which vitally affects the prosperity and even the survival of the great publish- 
ing and printing industries through a committee without adequate hearings. 

As I stated in my previous wires, we print 87 national publications, for both 
large and small publishers, We employ in excess of 14,000 people who are 
members of various unions. Our plants are located in Illinois, Indiana, Pennsyl- 
vania, New Jersey, Massachusetts, California, and Wisconsin, and we wish to go 
on record as stating that, in our opinion, if this bill is passed in its present form, 
at least 10 to 15 percent of the smaller publications will have to cease publishing. 

Secondly, it will result in unemployment of thousands of men and women, due 
to the magazines going out of business. 

‘he larger publications will have to curtail publication and will have to curtail 
their subscription lists, with the result that it will make for less printing and 
lower consumption of paper. 

I have checked with 4 of the small publications, and in 1 case it would increase 
their postage bill $1,680 per month, and the magazine last year did not have net 
profits of that much. In each case the increase that is suggested in this bill is 
more than the profits that these small magazines are now earning. 

Certainly, the service magazines, such as Good Housekeeping and Ladies’ Home 
Journal, are educational, as well as magazines like Life and Time, and I think in 
most Cases even the magazines that are published primarily for amusement are 
educational, The prosperity of this country is primarily attributable to cheap 
communications and the free interchange of ideas. The Government has always 
subsidized waterways and highways as well as the postal system. I believe that 
we cannot say that we have yet arrived at so high a stage of public enlightenment 
that we destroy the means which created it. 

In our opinion the passage of this bill would have a disastrous effect on 
publishing, printing, and paper manufacturing, and we want to offer a protest to 
the bill. 

Yours very truly, 
Joun F. Cunro, President. 


ACCURATE MULTIGRAPH SERVICE, 
Long Island City, N. Y., July 81, 19538 


Dear Mr. Rees: As owner-manager of a moderate-size letter shop, servicing 
clients. engaged.in direct-mail. selling, I wish to present my views on the new 
postal-rate bill, H. R. 6752. 
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I am vigorously opposed to the proposed rate increase in third-class mail. 
I believe that neither the businessman engaged in direct-mail activities, the 
Government, nor the average citizen can possibly benefit from such an increase. 
My case can perhaps best be presented by citing the effect the proposed postal- 
rate hike would have on one of my largest clients. 

This client operates an investment advisory service and is dependent almost 
100 percent on direct mail for promoting their publications. We are responsible 
for printing all their publications and promotional material as well as doing 
all their addressing and mailing. 

Prior to the third-class postal-rate increase on July 1, 1952, they mailed 
approximately 4,500,000 promotional letters per year. After the increase, with 
an additional $5 per 1,000 mailed added to their unit mailing cost, they had 
to curtail their volume by approximately one-third. They could no longer 
mail to 1,500,000 names that they previously mailed to, as the additional cost 
now made this promotion unprofitable 

Businesses dependent upon direct mail! for their sales use a limited number 
of mailing lists which they find profitable. Each time mailing costs are in 
creased, certain of the less profitable lists can no longer be used. 


Their profitable mailing volume has now been cut to 3 million per year and 
a further unit-cost increase would be disastrous to them. They estimate that 
a one-half cent increase in third-class mail would further force them to reduce 


their mailing volume to 2 million 
55-percent decrease since July 1, 1952. 


letters per year. This would represent a 


Wouldn’t the Government be defeating its own purpose if third-class mailers 
will be compelled to reduce their volume of mail sharply? 

The United States Government has traditionally sought to protect the interests 
of all its citizens—businessman and consumer alike. We firmly believe that 
no useful purpose would be served by a third-class postal increase. 


Sincerely, 


Prerre A. DuVat, President. 


The Cuairman. Is Mr. Robertson present ? 
There is remaining on the list for Saturday Mr. A. L. Cole, who was 


expected to testify. I have this wire from him this morning: 


Something has come up here at the Digest that makes it impossible for me 
to return to Washington to appear before you today, July 27. At the hearing 
last Saturday we gave copies of our statement to your staff. We would like 
to file our statement and have it entered into the record. Many thanks. 


At CoLe 


(For Magazine Publishers Association, the Reader’s Digest). 


If there is no objection, we will place the statement in the record, 


together with this message. 
(The statement follows :) 


STATEMENT ON BEHALF OF MAGAZINE PUBLISHERS IN OPPOSITION TO H. R. 6052 


NATIONAL ASSOCIATION OF MAGAZINE PUBLISHERS, INC., MEMBERSHIP PUBLICATION 


Advertising Age 

Advertising Agency 

Air Trails 

American Artisan 

American Automobile, The 
American Baker 

American Builder 

American Business Magazine 
American City, The 
American Drugzist 

American Home, The 
American Journal of Nursing 
American Legion Magazine, The 
American Letter, The 
American Machinist 
American Magazine, The 


LIST 


American Perfumer 

American Printer 

Andy Panda 

Antiques 

Architectural Forum—The Magazine 
of Building 

Architectural Record 

Astounding Science Fiction 

Atlantic, The 

Automotive Industries 

Automovil Americano, El 

Aviation Week 

Baby Care Manual 

Baby Talk 

Bakers Weekly 

3nllyhoo Magazine 
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Banking 
Best’s Insurance News—Fire and Cas- 
ualty Edition 
Best’s Insurance News 
Better Homes & Gardens 
Better Living 
Bible Lessons 
Bible Lessons—Intermediate 
Bible Lessons—Senior 
Bible Stories in Pictures 
Bible Student, The 
Big Detective Cases 
Biscuit and Cracker Baker, The 
Bluebook 
Boot and Shoe Recorder 
Boys’ Life 
Brick and Clay Record 
British House and Garden 
British Vogue 
British Vogue Export Book 
Bugs Bunny 
Building Material Merchant 
Building Supply News & Wholesaler 
Business Education World 
Business Publications Rates & Data 
Business Week 
Bus Transportation 
Canadian Media Rates & Data 
Capper’s Farmer 
Ceramic Industry 
Chain Store Age 
tion 
Chain Store 
Edition 
Chain Store Age 
agers Edition 
Chain Store Age 
rant Magazine 
Choin Store Age—General 
dise Variety Store Executives 
tion 
‘hain Store 
Edition 
Chain Store 
Edition 
Chain Store Age 
agers Edition 
Champion 
Charm 
Chemical Engineering 
(“hemical Week 
Child Life 
Child’s Companion 
Children’s Digest 
Christian Herald 
Ciseo Kid 
Coal Age 
College and University Business 
Collier’s 
Commercial Car Journal 
Compact 
Concordia Bible Student 
‘oncordia Historical Quarterly 
‘onstruction Methods & Equipment 
‘onsumer Magazine Rates and Data 
‘ontroller, The 
‘oronet 
‘orset & Underwear Review 


Life Edition 


—Junior 


Administrative Edi 


Age—Drug Executives 


Drug Store Muan- 
Fountain-Restau- 


Merchan 
Edi- 


Age- 


Grocery Executives 


Age—Grocery Managers 


Variety Store Man 


REVISION 


Cosmetics & Toiletries 

Cosmopolitan 

Country Gentleman 

Credit & Financial Management 

Crockery & Glass Journal 

Cue 

Deaf Lutheran 

Dell Crossword Puzzles 

Department Store Economist 

Diesel Progress 

Distribution Age 

Dun’s Review and Modern Industry 

Dun’'s Statistical Review 

Electrical Construction & Maintenance 

Electrical Merchandising 

Electrical South 

Electrical West 

Electrical Wholesaling 

Electrical World 

Electronics 

Elks Magazine, The 

Ellery Queen’s Mystery Magazine 

KE. & M. J. Metal & Mineral Markets 

Engineering & Mining Journal 

Engineering News-Record 

Esquire 

Esquire’s Apparel Arts 

l’'actory Management & Maintenance 

Family Circle 

Farmaceutico, El 

Farm and Raneh 
turist 

Farm Journal 

Feed Age 

Feedstuffs 

Field and Stream 

Films for Television 

Financial World 

Fisherman, The 

Fleet Owner 

Florists HExchange 
Trade World, Inc. 

Flower Grower 

Flying A’s Range Rider 

Food Engineering 

Fortune 

Foundry 

French Vogue 

Front Page Detective 

Gas Age 

Gas Appliance Merchandising 

Gene Autry Comics 

Gerald Me Boing Boing 

Giftwares 

Glamour 

Good Housekeeping 

Gospel Lessons 

Grit 

tuernsey Breeders’ Journal 

Handbags & Accessories 

Handweaver & Craftsman 

Hardware Age 

Hardware World 

Harper’s Bazaar 

Harper’s Magazine 

Harvard Business Review 

Heating, Piping & Air Conditioning 


Southern Agricul- 


and Horticultural 
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Heating and Plumbing Equipment News 


Heating and Ventilating 

Henry 

Henry Aldrich 
Highlights for Children 
Hi Yo Silver 
Hobby Merchandiser, The 
Holiday 
Home Furnishings 
Horoscope 
House Beautiful 

House and Garden 
House & Home 
Household Magazine 
Housewares Review 
Howdy Doody 
Humpty Dumpty 
Indian Chief 
Industrial Distribution 
Industrial Gas 
Industrial Marketing 

Infants’ & Children’s Review 
Information 

Ingenieria Internacional Construccion 
Ingenieria Internacional Industrial 
Inland Printer 
Inside Detective 

Instructor, The 
International Markets 
Iron Age, The 
Jace Pearson 
Jack and Jill 
Jewelers’ Circular 
Just A Minute 
Kansas Farmer 
King of the Royal Mounted 
Ladies’ Home Journal 
Lassie 
Laundry Age 

Laundry Manager 
Leaders Guide 

ife 

Aife En Espanol 

ife International 

inens & Domestics 

Aittle Iodine 

Attle Lulu 

ving for Young Homemakers 


Texas Rangers 


Keystone 


I 

I 

I 

I 

I 

I 

l 

Lone Ranger 

Look 

Looney ‘Tunes 

Loyalty Christ and Country 

.P-Gas 

luggage & Leather Goods 

Lutheran, The 

Lutheran Edueation 

Lutheran Witness 

Lutheran Woman's Quarterly 

Lutheraner 

Machine Desig! 

Machinery 

Machinist, The 

Mademoiselle 

Magazine Industry 

Magazine of Fantasy & Science Fic- 
tion, The 

Maison & Jardin 
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Manage Magazine 

Marine Engineering 

Masonry Building 

Master Detective 

McCall’s 

McCall’s Pattern Book 

McGraw-Hill Digest 

Mecanica Popular 

Mecanique Populaire 

Michigan Farmer 

Milling Production 

Missouri Ruralist 

Model Airplane News 

Model Railroader 

Modern Beauty Shop 

Modern Hospital, The 

Modern Romance 

Modern Screen 

Motor 

Motor Age 

Motor Boating 

Movie Makers 

National Distribution 

National Furniture Review 

National Grange Monthly 

National Network Radio and :Tele- 
vision Service 

National Petroleum News 

National Provisioner, The 

Nation's Business 

Nation’s Schools, The 

New Equipment Digest 

New Funnies 

Newspaper Rates & Data 

Newsweek 

New Yorker, The 

Northwestern Miller 

Notion & Novelty Review 

Nucleonics 

Nursing Outlook 

Official Crossword Puzzles 

Ohio Farmer 

(ne Thousand Jokes 

Optical Journal 

Outdoor Life 

Parents’ Magazine 

Parish Fducation 

Pathfinder 

Pennsylvania Farmer 

Petroleum Processing 

Pharmacy International 

Photoengravers Bulletin, The 

Photoplay 

Playthings 

Pocket Crossword Puzzles 

Pogo 

Popeye 

Popular Mekanik 

Popular Mechanicx 

Populer Mekanik 

Popular Science Monthly 

Porky Pig 

Power 

Practical Builder 

Preferred Women’s Group 

Premium Buyers Guide 

Printers’ Ink 





POSTAL-RATE 


Product Engineering 
Progressive Farmer, The 
Radio-Electronics 

Radio Rates and Data 
Radio-TV Mirror 

Railway Age 

Railway Freight Traffic 
Railway Locomotives and Cars 
Railway Signaling and Communications 
Railway Track and Structures 
Reader’s Digest 

Real 

Real Estate Record & Builder's Guide 
Redbook 

Red Ryder Comics 

Reporter, The 

Revista Rotaria 

Rex Allen 

Rock Products 

Rotarian, The 

Roy Rogers 

Rudder, The 

Safety Maintenance and Production 
Saga 

Sales Management 

Saturday Evening Post, The 
Science and Mechanics 
Science Digest 

Science-Fiction. 

Scientific American 

Scouting 

Screen Album 

Screenland 

Screen Stories 

See 

Sergeant Preston 

Ships and the Sea 

Silver Screen 

Southern Automotive Journal 
Southern Building Supplies 
Southern Hardware 

Southern Power and Industry 
Spectator, The 

Spinning Wheel, The 

Sport 

Sports Afield 

Steel 

Successful Farming 

Sunday Bulletins 

Sunday School Times 

Tarzan 

Teachers Quarterly—Lower Level 


M. P. 


REVISION 619 

Teachers Quarterly—Upper Level 

Television Rates & Data 

Textile Industries 

Textile World 

Theological Monthly 

This Day 

Tide 

Time 

Time International 

Time International 

Time International— 
Edition 

Time International 

Tiny Tots 

Today’s Secretary 

Tom and Jerry 

Tom Corbett—Space Cadet 

Tonto 

Town and Country 

Traffic World 

Trains & Travel 

Transportation Advertising Rates & 
Data 

Transportation Supply News 

Travel 

Trigger 

True Detective 

True Experience 

True Love Stories 

True Romance 

True Story 

Tubby 

United Nations World 

U.S. News & World Report 

Vogue Incorporating Vanity Fair 

Vogue Pattern Book 

Walt Disney’s Comics 

Walt Disney’s Donald Duck 

Walt Disney’s Mickey Mouse 

Weekly Underwriter, The 

Welding Engineer, The 

Woman's Day 

Woman's Home Companion 

Woodworkers Reporter 

Woody Woodpecker 

World Convention Dates 

Yachting 

Young World 

Your New Baby 

Zane Grey’s Comics 

Zane Grey’s Western 


Atlantic Edition 
Canadian Edition 
Latin American 


Pacific Edition 


A. STATEMENT LN OPPOSITION TO H. R. 6052 


Mr. Chairman, I should like first to thank you and the other members of this 


committee for the opportunity to appear here. 


After you have heard my state 


ment, I shall be glad to answer any questions which you may care to ask. 


1. What the M. P. A. is 
My name is A. L. Cole. 


I am the general business manager of the Reader's 


Digest. I am appearing at this hearing for the Magazine Publishers Association, 
whose members include 321 small and large magazines covering every field, with 
a circulation totaling up to about 50 percent of the total magazine circulation in 
the United States. Later, with your permission, I shall have a few words to say 
in a separate statement about the Reader’s Digest Association, Inc., by which I 


am employed. 
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There are about 25,000 publications that have been granted the privilege of 
using the second-class-mail rate. I have here a chart showing their diversified 
coverage which I have made a part of the printed testimony : 


Second-class mail—post office registrations by type of publication 
[Figures show number of publications registered] 


Newspapers__- 


Dailies 
Nondailies__- 


Specialized magazines 


Religion 

Business and trade_ 

Education and welfare 

Agriculture 

Scientific and professional 

NG. MICRA I ih we panneneanisnmpnsemsaigiedis etiam . 


Exempt publications (nonprofit) .-- ~~~ 


Education and philanthropy 

Religion__ : 1, 691 
Agriculture and science 429 
Fraternal 


General magazines__ 


Oulture, fiction, literature___- 
Humor and mystery 
Amusements, hobbies, sports 
BE csc 

Home and fashions__...-~-~ 
Miscellaneous 


Source: Official records of Post Office Department. 


2. Reform program approved by the Postmaster General 

We publishers were cheered when we read a statement released March 31 by 
Senator Carlson. He said, after a discussion with the new Postmaster General, 
that he had the “full endorsement and cooperation of the Post Office Department” 
in a program for up-to-date studies of postal problems to be made with the help 
of Senator Carlson’s advisory committee. 

The Postmaster General was “as anxious as we,” Senator Carlson said, to 
bring about major postal reforms, including a definition of congressional policy 
with respect to the service aspects of the Post Office Department. 

We magazine publishers agree wholeheartedly with all of the objectives of the 
Carlson committee. We believe that after a study and report by the Senate 
Post Office Committee, more clearly defined yardsticks will be available for 
the making of rates. And we hope that this will reduce to a considerable extent 
the acrimonious debate that now results whenever changes in rates are proposed. 

Everytime there is a congressional hearing on postal rates, we-are surprised 
that it is second-class rates which take up so much time in spite of the fact that 
they can never provide more than an insignificant part of the postal revenue. Is 
this possibly because there is so little agreement on what the factors are that 
should apply in making these rates? Is it because there is dlways the charge 
that the users of second-class mail are seekers and recipients of an unwar- 
ranted subsidy from the taxpayers? 

This charge, so damaging to the goodwill of magazines, seemingly cannot be 
resolved in a congressional hearing where the Post Office takes one position and 
the magazine publishers take another, while the Members of Congress, in the 
middle, are asked to form a conclusion in a limited time and without adequate 
staff resources for study. 
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We hope the Carlson committee will make recommendations to the Congress 
on that subject. 

I should like to begin by outlining this problem in what we believe is a proper 
setting. 


3. The Post Office is a monopoly 


The United States Post Offiee, through congressional grant, is a monopoly 
(perhaps a necessary one, but a monopoly nonetheless). While this monopoly 
relates only to the handling of first-class mail, it results in a practical monopoly 
so far as other classes of mail are concerned. 

In considering the proposed rate increases, this committee of Congress is in 
much the same position as the Public Service Commission in most communities in 
relation to electric, gas, or other utility rates. Deciding on rates for any 
monopoly is a difficult, complicated, many-sided problem. The taxpayers look 
to public service commissions to protect them against private monopoly. We and 
our readers look to this Congress to protect us against any effort to impose 
rates—if unjustified—by a Government monepoly, the United States Post Offiee. 


, 


4. The amount of the proposed second-class rate increase 


Publishers took a 10-percent increase in 1952 and another 10-perecent inerease 
in 1958, with a third 10-percent increase scheduled for 1954. These rate increases 
were spread over 3 years in recognition of the fact that subseription copies are 
often paid for 2 or more years in advance. But the Postmaster General now 
wants to raise the present increased rates by a further 40 percent. That in- 
crease would make the effective total increase 67 percent in 27 months. 

This chart shows the whole modern history of first-, second-, and third-class 


postal rates. It also compares the rate changes with the changes in the cost of 
living. 





POSTAL-RATE REVISION 


2nd CLASS 
FIRST CLASS 


% INCREASE 

UNDER HR 6052 
220 PROPOSED 
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me 
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PERCENTAGE INCREASE OVER 1913 


SHOWING FOR THIRD CLASS + THE MINIMUM PIECE RATES 
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Gs RST CLASS LETTER RATE 


ne 


Based on the Bureau of Lobor Statistics Consumer Price index 


Ea 
® 
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= 
3 
= 
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You will note the black line showing the cost of living is up 164 percent since 
1913. Second-class rates (for the typical magazine, which contains 40 percent 
advertising) are shown by the broken red line. At present they are up 127 per- 
cent. But the present rates for first-class mail, shown by the solid red line, are 
up only 50 percent. 
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5. Size of the deficit 


I'd like to take a minute to try to find agreement as to what the so-called deficit 
actually is. Almost a year ago the Post Office Department estimated the 1954 
deficit at $746 million, as shown by this chart: 


REDUCTION OF THE POSTAL DEFICIT 


ORIGINAL REDUCE MINUS MINUS REDUCE 
1954 EXPENSE AIRMAIL 4™ CLASS FEES, ETC. EXPENSE 
ESTIMATE $152 MILLION $79 MILLION $100 MILLION $40 MILLION 8% 


Last week the Postmaster General said he proposed by cutting expenses to 
reduce that figure to $594 million. He then cut from the new figure airmail sub- 
sidies amounting to $79 million. He said he expected an additional $160 million 
reduction as a result of recent increases in fourth-class rates. And there was 
to be a still further reduction of $40 million through other increases within the 
authority of the Postmaster General to make. That would leave the deficit at 
$315 million. In addition, as you know, the Kelly law separates from the post 
office expenses certain free services mostly to other branches of the Government 
amounting to a total of an estimated $81 million. That figure comes from the 
Postmaster General’s annual report. The so-called deficit is now down even 
further—to $234 million. If a further 8 percent reduction in expense were made, 
it would completely eliminate that so-called deficit—with no further increase 
in postal rates. 

The next chart shows each postal deficit since 1915 as a percentage of the 
audited postal revenue, which may well be the best way to look at it. By moves 
already made, the post office is reducing the present deficit from 30 to 12 per- 
cent of revenue, which is just about average for the past 38 years. 

The $234 million is the deficit figure before any recognition of the public serv- 
ice value of the post office. It is before any rate increases. It is after only about 
6 months’ time for the present very able post office management to reduce 
expenses of its $3 billion business. 


36316—53—vol. 2——-31 
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SHOWN AS PERCENTAGES OF AUDITED POSTAL REVENUES - 1915-1949 
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6. Cost ascertainment 

My next point is cost ascertainment. My comments on the testimony regarding 
the cost-ascertainment report are limited to those prepared by a C. P. A. whose 
standing I believe equals that of Maurice Stans, who defended the cost-ascer- 
tainment system so ably before this committee a few days ago. 

Here are some of the comments of our C. P. A. 

In the latest cost-ascertainment report available, the salaries and expenses of 
city delivery carriers and rural free delivery service make up more than $100 
million of the $237 million of expenses charged against second-class postage in 
the 1951 cost-ascertainment report, as shown by this tabulation: 
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1951 cost ascertainment report 


[Money items in thousands] 


City delivery carriers Rural delivery service 


Total Percent total Total Percent total 


ist class $162, 534 $49, 902 
2d class 54, 379 3. 53, 600 
3d class. _. a 86, 272 21.8 44,817 
4th class 53, 393 | 13.5 9, 852 
All other 39, 049 9. § 10, 811 





395, 627 | 168, 982 


Thus the cost-ascertainment report allocates to the users of second-class 
13.7 percent of the cost of city delivery carriers, and at the same time allocates 
31.7 percent of the cost of rural free delivery service to second class. In the 
case of city-delivery carriers, first-class mail is charged three times as much 
as second-class mail. In the case of rural free delivery, first-class mail is 
charged less than second-class mail. Who can say that this truly reflects a 
proper distribution of the costs of the rural free delivery or of the city mail 
carriers? 

But the post office acts, of course, on the assumption that the cost-ascertainment 
report reflects the facts. It states for a fact that the post office lost $240 million 
in fiscal 1952 on second-class mail. It states for a fact that when a publisher 
pays $1 to send his product through the mail the taxpayer pays out $3.92 to 
meet the cost of handling that product. 

We submit that these statements are not facts. They are opinions based 
upon certain mechanical methods of allocating costs. And that is all that they 
are. 

This is the end of our C. P. A.’s comments. 

I should like to add, however, that Mr. Stans did recognize in his testimony— 
as did the Postmaster General—that postal ratemaking cannot be simply a 
mechanical application of the cost-allocation report. 

I am not going to talk again about cutting up the steer, the cow, and the bull, 
but there is a good precedent for varying postage rates in the case of freight: 
some freight rates are as little as one-fifth of others. What the traffic will bear 
is usually the controlling factor. 

It appears that everyone, including the Post Office Department, agrees that 
several factors other than the cost-ascertainment report are of some importance 
in the setting of rates. I would like here to comment on some of these factors. 


~n 


?. The post office wus set up to handle first-class mail 

One is the historic fact that the post office was originally established to handle 
first-class mail. Second-class was added in 1879 as a service to the public. 
The whole post-office structure—all the 41,000 post offices, most of the trucks, 
and certainly most of the employees—would still exist if there were no second 
class at all. Perhaps the only practical way to charge second-class mail is to 
charge it for the extra expense which it adds to the post-office total. On that 
hasis I think you would find that second class pays its own way right now, and 
that it- has come close to paying its way ever since it was established in 1879, 
though it has never represented more than a small fraction of post-office income 
at any time during that entire period. 

The fact that the post office was established for first-class mail is made very 
clear in the excellent history of the postal system which was written some years 
ago by Congressman Kelly, a distinguished member of the House Postal Com- 
mittee and author of the Kelly law. This book is out of print now, but we have 
thought of condensing it and having it printed in pamphlet form for all who may 
be interested in post-office history. 


8. Deferment in delivery 


Another factor of some importance in the making of second-class rates is 
the matter of deferred delivery rather than of rapid delivery. A short time ago, 
the Reader’s Digest dispatched 4 pieces of mail—2 from Dayton, Ohio, and 2 
from Concord, N. H.—to White Plains, N. Y. From each place, 1 piece went 
first-class and 1 second-class. The first-class mail took 2 days for delivery. 
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But from Concord it took 5 days for the second-class mail to be delivered in 
White Plains, and from Dayton it took 6. It is quite clear that the value of the 
service on first-class mail was greater than the value of the service on second 
class. There is no doubt that this justifies a lower second-class rate—but are 
there any yardsticks as to how much the reduction should be? 


9. How much will the traffic bear? 

A most important factor is how much will the traffic bear. How much can 
the post office expect to collect from the users of second-class mail? The cur- 
rent profits of the industry are probably the best guide to that. If the industry 
is to pay the increases itself, the money must come from profits. 


PROFIT AFTER TAXES 
AS A PERCENTAGE OF SALES 


118 MAGAZINES 
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From this chart you will see that the present industry percentage of profit 
has declined steadily from 6.7 percent of turnover in the 1935-39 period to 2.9 
percent in 1952. Profit is the smallest it has been since these figures have been 
collected, beginning in 1935. The percent of profit is considerably smaller than 
that of almost all other industries. Tie profits are not excessive—they are not 
unreasonable—they are dangerously low. And if the survival of thousands of 
the smaller publications is of any importance to the country, dangerously low 
profits should be a matter of concern. 

Many of the better-known magazines of today seem as permanent as the 
Pyramids. But that is not necessarily so. When I went to work as an office 
boy for Munsey’s magazine 40 years ago, it was one of the most prosperous 
magazine-publishing concerns in American history. Where is Munsey’s now? 
Where is the Independent, McClure’s magazine, Sciibners, World’s Work, Judge, 
the old Life? Not many years ago the Literary Digest was an American byword. 
Where is the Literary Digest today? 

Even with the benefit of low second-class preferential rates, magazine pub- 
lishing has always been a precarious business. Obviously it is difficult to build 
reserves to offset any slump in circulation or advertising on a 2.9 percent profit 
margin. If the Government were now to repudiate its 73-year-old policy of 
preferential second-class rates, there is no doubt that the effect on the magazines 
and newspapers of the country would be serious. 

The proposed rate increases would hurt large publishers, but many of the 
small publishers might be destroyed. And publishing is an industry made up 
primarily of thousands of small businesses. According to the United States 
Census of Manufacturing Industries, about half of all the periodical publishing 
concerns in the country employ less than 5 persons—and about two-thirds 
employ less than 10. 

I have here a report on the profit outlook for the more prosperous magazine 
companies from one of the nationally known stock-brokerage firms—Thomson 
& McKinnon. If you are still inclined to think American publishers, or even 
only the large ones, are living in luxury, it will interest you to know that last 
month this firm issued a bulletin advising investors in three of the largest and 
most successful magazine businesses to switch their holdings to National The- 
atres, Fairchild Engine, or Dr. Pepper—all, says the report, “issues at com- 
parable prices with much more reassuring near-term and better long-term 
prospects.” This was circulated prior to the introduction of H. R. 6052. 


10. What proportion of post-office costs should be offset by revenue? 


Some sizable costs in the Post Office Department are incurred primarily 
either as a Government service to the public or primarily for the prompt 
delivery of first-class mail. Nearly everyone will agree, for instance, that all 
the thousands of post offices would not be necessary for second-class mail. 
There are lower-cost ways to handle periodicals. This is only one of the impor- 
tant features of the Postal Department that were clearly designed for public 
service. 

What proportion of post-office costs, if any, should be borne by the Govern- 
ment is a vital service, not offset by revenue? Judge Davis pointed out the 
other day that nobody expects users of the Civil Aeronautics Bureau to pay the 
costs of those services. They are services for some of the people, but they are 
paid for by all the people. The post office is a service for all the people. All 
the other departments of the Government cost the taxpayer money to operate ; 
should the Post Office Department be an exception? With the help of the 
Carlson committee, it seems to us that more light can be shed on that compli- 
cated question. 


11. Need for increased efficiency in the post office 


But whatever proportion of post-office costs. that should be charged off as 
a service, the amount of costs will depend on the efficiency of the operation. 
Let me quote once more from Mr. Stans, Last May 16, speaking in Milwaukee, 
Mr. Stans referred to the Post Office Department—and I quote—as “the most 
antiquated, antediluvian, obsolete, tradition-riddled structure in the Govern- 
ment,” and recommended “complete modernization of this whole sloppy, anti- 
quated outfit.” Post-office audits, he asserted, are made by inspectors who 
have to pass only an eighth-grade arithmetic test. He went on to say that there 
are few commonly accepted standards of efficiency. Though the Milwaukee post 
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office employs 70 percent more personnel than the post office in Atlanta, and 
takes in only the same amount of money, nobody appears to know whether 
Milwaukee or Atlanta has the more efficient operation. Some recommendations 
made by a study group in 1908 still have net been put into effect. 

If that is the way the post office is run, it obviously is inefficiency that is 
responsible for a sizable part of the deficit. Perhaps some congressional com- 
mittee should always be at work studying and reporting on the efficiency of the 
post office. The Postmaster General, the Deputy Postmaster General, and other 
top officials in speeches all over the country have condemned the inefficiency, 
waste, and impractical accounting methods they found in the Post Office Depart- 
ment. Certainly efficiency or the lack of it is a major factor affecting the prices 
that the post-office monopoly must charge to wipe out a bookkeeping deficit. 

The new Postmaster General has recruited a team of able and devoted men 
to bring about the operating reforms that are so badly needed in the post office. 
Many of them have come here at considerable financial sacrifice, and we have 
no doubt that they will do the job. Indeed, they are already off to a promising 
start. 

The Wilkes County plan launched by the post office in North Carolina last April 
has shown that it is perfectly possible to give better service with far fewer than 
41,000 post offices. The Post Office Department will save $25,000 a year in Wilkes 
County—and that is only one of 3,070 counties in the United States. 

As the opposite extreme from thinly settled Wilkes County, reforms are under 
way in New York City which the New York postmaster says will save about 
$10 million a year. New York represents only about 10 percent of the total 
post. office cost. 


11. Are low-cost second-class rates still in the national interest? 


The last factor I would like to mention is the extent to which low second-class 
rates enrourage the wide reading of newspapers and magazines by all classes 
of the public, thus playing an indispensable part in making us the best-informed 
people in the world. 

We publishers would welcome an informed study by a distinguished and im- 
partial body to see whether the educational value of American magazines and 
newspapers is less or more important today than it was fifty or a hundred years 
ago. 

It is important to comprehend the variety of periodicals that use the second- 
class-mail privilege. Through medical publications, doctors in the United States 
keep in touch with advances in medicine. Engineers, teachers, lawyers—yes, 
even atom scientists—all read magazines devoted to their own fields. Through 
business publications, retailers, wholesalers, and manufacturers keep informed 
of developments affecting them. Through farm publications, farmers keep up 
with new developments in agriculture—and their wives keep up with labor- 
saving devices and other helps to good living. Religious publications stimulate 
interest in every faith. Labor publications inform union members of develop- 
ments in the labor field. And the general public stays abreast of local, national, 
and worldwide developments through newspapers and a varied group of general 
interest magazines. 


13. Conclusion 


In conclusion, the MPA is delighted to know that at last a genuine program 
of reform is under way in the Post Office Department. We are confident that 
the day will soon come when it can no longer be described as, “the most 
antiquated, antediluvian, obsolete, tradition-riddled structure in the Govern- 
ment.” 

We believe that the users of the mails—who comprise more people than 
there are income-tax payers—should not be asked to pay the rates in this bill 
until that antediluvian condition really ceases to exist. 

We are sure that the Post Office Department will cooperate with the Senate 
Postal Committee in its program to achieve its goals, including development 
of a sounder method for making postage rates. : 

The entire magazine industry is deeply concerned about the ill considered 
and widely spread claim that the publishing industry is the recipient of an 
unjustified subsidy paid by the taxpayer. Unless there is proof of this charge, 
it should not be made 
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Perhaps if the publishing industry profits were large, that would prove that 
low rates are a subsidy not passed on to the American people. Perhaps if 
the industry were badly managed that would indicate a subsidy. Perhaps 
if there were waste in the purchase of needed materials or waste through 
payment of higher wages than in other industries that would indicate a sub 
sidy. But until some unbiased group can prove that there is a subsidy and 
that it does not go to the people but stays with the publishers, we believe that 
the characterization of publishers as seekers or recipients of a subsidy creates 
an impression which is unfair. I am sure the Postmaster General will agree 
with this. 

The magazine-publishing industry represents a yearly turnover of a billion 
dollars. It hires 68,000 employees. Its economic health affects scores of re- 
lated large industries, including printing and paper. Public goodwill is of 
obvious importance to publishers, and unfair criticism of the publishing indus- 
try is a matter of concern to every officer and member of this association and 
to their employees. We are proud of our good name and our contribution to 
the national welfare. We naturally are hurt by attacks on either one. 


14. Reader’s Digest statement 


Now I want to take a minute to talk about the publication I work for, the 
Reader’s Digest. We are customers of the Post Office Department. This chart 
shows that we now pay it about $3,300,000 a year. 


Effect of H. R. 6052 on the Reader’s Digest 


Postage expense per year 


Present Proposed ! 


lst class (including airmail) 73, 000 , 091, 000 
2d class... dob 619, 000 860, 000 


ll a 1, 064, 000 , 415, 000 
4th class Enenetines ; 770, 000 963, 000 


3, 326, 000 , 329, 000 

3, 326, 000 

Difference. ___- ine : inh «i ; , 003, 000 
Increase of 30 percent. 


1 After all the increases in H. R. 6052 take effect. 


The post office monopoly now proposes an increase which would cost the 
Reader’s Digest $1 million a year more. Like other publications, we would 
have to either buy less postal service or pay this amount out of profits or 
pass it on to our customers. Not being a monopoly, we could not force our 
readers to pay the amount passed on. We would try to pass on as little of it 
as possible. We haven’t raised our price in 32 years. The Reader’s Digest 
believes that the way to keep old customers and get new ones is to continue to 
give them good value for their money. We believe that under its new manage- 
ment the United States Post Office subscribes to that same point of view. Cer- 
tainly the clearly stated policy of this administration is to stop inflation. Any 
price increase is bound to be inflationary. Therefore an increased price of 
postage when passed on to the public is certainly in conflict with the anti- 
inflationary program of this administration. 

We believe that the best way to keep unit costs down is to increase efficiency 
and volume. We have tried to do both. In the last 10 years, our expense for 
salaries has gone up 91 percent. Nonetheless, through increases in efficiency, 
the unit cost of handling subscriptions—which is the work of 75 percent of 
our 1,200 employees—has gone up only 23 percent. 





POSTAL-RATE REVISION 


THE READER'S DIGEST 


SINCE 1941 WAGES HAVE RISEN 91% BUT THE COST OF 
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We have added new service for our readers. One is the Reader’s Digest 
Condensed Book Club. In addition, we have established 26 international editions 
in 12 languages with a circulation of 714 million in every country where people 
are free to read what they please. 

Because we publish a separate edition of the Digest in Canada, we know 
that the second-class postage rates there are less than ours in the United States. 
The first-class rates in Canada are just about the same as those proposed by 
the Postmaster General. Yet Canada usually has a surplus and has seldom 
operted at more than a small deficit. 

If you must increase rates, and if you believe that our Government should 
not wait the necessary few months for the Senate committee’s report, here is 
the opinion of Reader’s Digest about the proposed rates: 


“First-class —We doubt that any factors unearthed by the Carlson committee 
will indicate that first-class mail rates—which, in contrast to all others, have 
remained the same for more than 20 years—should not be increased. 

“Second-class rates.—A 67-percent increase in 27 months is too much. It can- 
not be paid without fatal damage to many of those who use second-class mail, 
especially since subscriptions are paid for on the average of 2 years or more 
ahead. 

“Third-class increase,—A 100 percent increase in so short a period is too much. 

“Fourth-class increase.—On books we are too new in the business to know, so 
we express no opinion.” 


I would like to be perfectly clear at this point as to why I appear before this 
committee for the MPA and for the Reader’s Digest to oppose these second-class 
rate increases. I believe that Reader’s Digest can survive any second-class 
rate increase that this committee is likely to approve. But a great many other 
useful publications might not survive. In general the continuation of low rates 
of postage for newspapers and magazines is essential if the country is to con- 
tinue to have the world’s greatest free press. The proposed increase, in the 
Digest’s opinion, would be not only ill-considered, but actually injurious to the 
publishing industry and to the country. 

When the Senate committee has completed its studies, we think any revisions 


in rates will be more soundly based—with recognition to all factors that affect 
rate-making. 


Thank you for your attention. 
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CHART A.—U. 8. Post Office Department—Historical record of revenue, surplus, 
and deficit 


| 


Audited postal | Audited postal | Audited postal| Percent | Percent 
revenues deficit surplus | deficit | surplus 


| 
$8, 518, 067 | $10, 652, 538. 66 125. 5 
8, 349, 206 5 , 966. 98 |. 62 
8, 299, 821 | 2, 826, 144. 35 |_- 34 
11, 163, 790 2, 625, | 1 
2, 438, 254 , 814. 7: | 3. ¢ 
, 556, 159 |. ait 
386, 986 933, 851 6.! 
5, 237, 027 3, 972, 351 3 | 6 
3, 292, 601 5, 545, 348. : 
. 314, 176 , 363, 737 
, 248, 165 , 333, 308 2 
312, , 689 |. | , 289, 236. 07 
329, 726, 116 |_..- 9, 836, 211. 90 | 
ae ' 388, 975, 962 |....._- , 126, 774. 08 |. 
1919... bean kes 4 436, , 126 3, 734, 851. 96 
1920... otten . 437, 150, 212 | , 270, 482. 
1921 _ . . 463, 491, 275 | , 517, 688 | 
1922. _. 484, 853, 541 815, 400. 36 
1923 ninégee 532, 827,925 | 24, 065, 2038. § 
1924 aie wie nade 572, , 778 4, 463, 976. 2 
1925 owe . . a 599, 591, 478 39, 745, 027. 
Rae i F 659 801 972, 379 
r= <<. EEN 683, 121,989 | 31, 506, 200. 5 
1928 693, 633, 921 32, 121, 095. § 
1929_... e i wae 696 , 578 5, 461, 176. : 
1930 . a oe ‘ 705, 4 O98 215. 987. 4: 
1931 _. . 656, 463, 383 5, 066, 189. 66 
1932. .... 588, 171,923 | 205, 550, 611 
1933 . 587, 631, 364 ‘ 
1934 me 586, 733, 166 | 
1935 ives - heart 630, 795, 302 
1936 wind _ 665, 343, 356 
1937... oa ceene nani 72 , 110 
ee a. ‘ 728, 634,051 | 
1939... ée a 745, 955, 075 
1940 _. ee ‘ ‘ 766, 948, 627 
1941... —_ . 812, 827, 736 | 
Ss é cieeebee 2 859, 817, 491 . 
1943... . ‘ 966, 227, 289 13, 691, 909. 45 
1944 112, 877, 174 | 43, 891, 556. 14 
1045 , 314, 240, 132 | | 169, 138, 947. 65 | 
1946 . 224 . 173 | 129, 081, 10. ! 
1947 , 299, ,041 | 205, 657, 714. 99 15 
1948 _ . , 410, 971, 284 | 276. 834, 151. 65 19 
1949 , 571, 851, 202 | 577, 470, 926. 26 | 36 
1950. .... , 677, 486, 967 | 545, 462. 114. 30 32.! 
1951... . 776, 816, 354 | 564, 582, 711. 38 a 31 
1952 947, 316, 280 | 719, 544, 090. 43 36. { 
1953 estimate 152, 000, 000 | 641, 800, 000. 00 | 29.8 
Original 1954 estimate - - 238, 000, 000 | 669, 000, 000. 00 | 29.9 
Revised 1954 estimate , 517, 000, 000 | 315, 000, 000. 00 | 12.5 
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Percents are figured by dividing the Audited Postal Revenue into the Audited Postal Deficit or the 
Audited Postal Surplus, as the case may be, for each year. 


POSTAL-RATE CHANGES, 1913-538 
A. First-class letter rates for 1 ounce: 
188 
November 3, 1917 
February 14, 1919 


GEE, Fi BEE cccndccwcccun 
H. R. 6052 


36316—53 





POSTAL-RATE REVISION 


o. 
~ 


lass rates ( 


eond- 


Se 


B 





POSTAL-RATE REVISION 633 


The rates shown on the accompanying charts are those for a publication con- 
taining 60 percent editorial matter (at reading matter rate) and 20 percent 
advertising at zone 3 rates, 20 percent advertising at zone 4 rates. 

We.chose to mix the 3d and 4th zone rates because pages 65 and 66 of the 
Postmaster General’s report for the fiscal year ended June 30, 1952, shows a 
revenue of 2.56 cents per pound on the advertising portion of 2d class publication, 
and the then prevailing zone rates (excluding the 10 percent of April 1, 1952 
increase) were 2 cents per pound for zone 3, and 3 cents per pound for zone 4. 

C, Third-class rates: 


Date | Ounce rate ! Minimum piece rate ? 
1879 | 1 cent for 2 ounces | Non-existent, 
1925 144 for 2 ounces | Do 
1928 14 cents for 2 ounces._| 12 cents a pound; minimum 1 cent a piece 
1949 | 2 cents for first 2 | 14 cents a pound; minimum | cent a piece 
| ounces, | 
1952... - “ do + | 14 cents a pound; minimum 1% cents a piece 
Hi. R. 6052 4 ; cents for first 2 | 12 cents a pound; minimum 2 cents a j 
ounces. | 
| 
| 
1 Ounce rate does not have to b« rted 
? Minimum pie rate must b te Iso must be mi im of 20 pound 1 200 ident 


MAGAZINE PUBLISHERS ASSOCIATION, INC, 


Organized in 1919 to serve the industry on all publishing problems. The mem 
bership now includes 110 publishers with 321 magazines whose combined circula- 
tion is more than 146 million copies per issue. Their wide range both in editorial 
service and circulation is indicated below: 


10 Religious magazines ranging from— Circulat 
CRIN Ts I alii leita bie cinta ili ltprdnectiaalte es paver 2, 000 
to 
Christian erate. a2 a ade LEAL A a 376, 000 
172 Trade, and special interest magazines ranging from— 
Diacult abe Cracker Baee iscsi actesded tn bxinnsl deinericn 1, 149 
to 





Nation’s Business selncdsaniendietandnanciidiitindintis thai Mamientii Renda 
10 Agricultural and farm magazines ranging from 
Guernsey Breeder’s Journal 
to 
Farm Journal____- setts flea ileal 
16 Women’s service magazines ranging from— 


800, 000 


9, 156 


REGO WORVER GUE COI ioe boo ert ieee ee eke 7,714 
to 
LaGios: Meme. Jang iscidhiskh. wld. censsbliamenictiecdiatedestind dite 4, 869,171 
138 General interest magazines ranging from— 
I i sim ceienentiiines 93, 903 
to 
DeaGers Dison: Over. << a nn ek eee ee 8. 000, 000 


‘The CHatrMan. I will say to the members of the committee some- 
where during the session this morning I would like to take up what is 
known as the penalty mail bill. It may be necessary to go into 
executive session. We want to take some time out along the line to 
discuss that bill to find out whether you want to report it or whether 
you do not. 

Mr. Gross. This, then, concludes the list of witnesses of record 
who want to be heard with the exception of bringing back ‘witnesses 
from the Post Office Department ? 

The CHarrMan. That is correct. 

Now, we have one witness. 

Mr. Gross. I would make one other observation at this point, that 
the Consent Calendar will be coming up in the House I assume shortly 
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after the opening of today’s session. There are 3 or 4 bills on the 
Consent Calendar, perhaps more, from this committee. I hope the 
committee can adjourn so that we can be on the House floor for the 
Consent Calendar. 

The CHarrman. Yes, sir. That motion will be observed. 

Mrs. St. George? 

Mrs. St. Grorce. Mr. Chairman, then could we take up this bill H. R. 
6281 and vote it out ? 

The Cuamman, If there is no objection to the bill, we can vote it 
out. 

Mrs. Sr. Georce. As far as I know, there is no objection. 

Mr. Reams. What is that, Mr. Chairman ! 

Mrs. St. Georcr. That is the bill I wrote about on July 24, which is « 
bill to separate the penalty mail. We made certain amendments to 
the bill on the recommendations of the committee. If you would like, 
I could read the letter I wrote to them to cover the problem. 

Mr. Murray. I think this bill ought to be discussed in executive 
session, 

The Cuairman. Very well. The members of the committee had re- 
quested that Assistant Postmaster General Robertson return to the 
committee to make his statement with respect to this proposed legis- 
lation. Mr. Robertson is recognized at this time. 

Mr. Murray. Mr. Stans, too. 

Mr. Gusser. Mr. Chairman, would you please put me straight here? 
It was my understanding that the representatives of the Post Office 
Department could be called back during the executive session. 

The Cuatrman. We did not get all the witnesses. This is one wit- 
ness we have not heard. The understanding of the gentleman is prob- 
ably correct, but nevertheless, this witness has not testified. We will 
eo ahead and follow in the record. 

In line with Mr. Gross’ statement, all of those who have requested to 
testify have been heard, as far as the Chair knows, but it is requested 
that we should hear from Mr. Robertson and it was requested also that 
Mr. Stans be available for further questioning. I think I am correct 
in that statement. 

Now, with that understanding, Mr. Robertson is recognized. 


STATEMENT OF ALBERT J. ROBERTSON, ASSISTANT POSTMASTER 
GENERAL 


Mr. Rozertson. For purposes of illustration and comparison, we 
have prepared a series of exhibits, which, if you would like to have 
us use them, will take a minute or two to set up on the table. If you 
would rather, I can proceed without them, but f think my explanation 
will be clearer if the exhibits are used. 

The Cuarmman. Do you have an assistant here to put those ex- 
hibits on? 

Mr. Roserrtson. I have, sir, two assistants. 

The Cuairman. You may proceed. 

Mr. Rozertson. Mr. Chairman and ladies and gentlemen of the 
House Post Office and Civil Service Committee, with your permission 
I should like to outline in moderate detail the provisions of the pro- 
posed bill as it affects the several classes of mail. In order to make 
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this explanation as clear as possible, we have prepared exhibits of 
each of the classes. 

While many combinations are possible, each of these exhibits is 
typical in bulk, weight, and number of pieces. Each separate package 
on the table represents as closely as possible the amount of matter 
which can be mailed for $I at present rates. You will see that there 
is great variation in their sizes. 

The smallest packages are, of course, first class and airmail. They 
consist of sealed letters, post cards and postal cards. They are made 
up into packages, each of which would require $1 in postage. Here 
are 33 small ordinary first-class letters, the maximum wei ght. of which 
could be 2 pounds and 1 ounce and a package of 33 larger | sized letters 
with the same maximum weight of 2 pounds, 1 ounce. Here are 50 
postal cards at 2 cents each and 50 post cards at the same price. 

First-class mail is the premium service of the postal system. 

During fiscal year 1952 first-class mail comprised approximately 53 
percent of the total piec es, 6 percent of the total we ight, and prov ide d 
approximately 43 pe reent of the total postal revenue, 

As has been said earlier in these hearings, rates for first-class letter 
mail have not been changed for many years. The present rate for 
nonlocal delivery has been in effect since 1932. The rate for local let- 
ters was reduced from 3 cents to 2 cents in 1933 and restored to 3 cents 
in 1944. 

The level of base salaries for post-office clerks and carriers has in- 
creased about 93 percent since 1932, and approximately two-thirds of 
the cost of handling, tr: ansporting, and delivering first-class mail con- 
sists of clerks’ and carriers’ salaries. 

Most of the costs of first-class mail do not vary with the weight of 
the piece. ‘| hose costs which do vary are ne eligible. Therefore the 
additional ounces above the first ounce produce relatively more net 
revenue. For this reason we are asking for an increase of 1 penny for 
the first ounce only. Our analysis also indicates that a nonlocal letter 
costs about three-fifths cent more to handle than a local one and that 
there is a small loss in the nonlocal 3-cent letter. For this reason we 
are asking an increase of 1 penny in nonlocal only. Nonlocal mail is 
defined as that which is delivered through a post office other than 
the originating one. Local delivery rates and drop letters will not 
be affected, nor will postal and post cards. 

Approximately 15 billion pieces of nonlocal first-class letter mail 
were handled in fiscal 1952. An increase of 1 penny on each piece 
would produce additional revenue of about $150 million a year. 

Consideration was given to an increase of I' penny on local letters 
which would have produced $73 million more and to an increase of 1 
yenny an ounce, after the first ounce, on nonlocal mail, which would 
Sues produced another $30 million of revenue. Recommendation on 
these incre: ses was, however, deferred. 

Publishers’ second-class mail consists principally of magazines and 
newspapers. There are four factors, which under present laws must 
be taken into account in computing postage on second-class mail, 
namely, weight, number of pieces, distance carried, and percentage of 
advertising content. This is a very complicated procedure. 

Here are 5 examples of second-class mail, each made up into $1 
bundles. Here we have the probable extreme of high weight per copy 
with the minimum number of pieces: 9 copies of the Railway Guide 
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each weighing 3 pounds. Next to it is the other extreme of low weight 
per copy and the maximum numbe r of pie ces : 800 copies of a business 
publication weig! ing a total of 33 pounds and going at one-eighth of 
a cent each. These business pub i cations get the same service as first- 
class mail. Each one of these pleces must be handled in transporta- 
tion and at the office of destination the same as a letter. If they had 
gone at present first-class rates, the postage would have been $24 in- 
ead of $1. 

“Next is a bundle of medium to larger sized national magazines. 
Taking into consideration their weight, number, distance to be hauled, 
and their advertising content, the total postage on this package would 
be approximately $1. It consists of 48 copies weighing a total of 41 
pounds. The average postage is about 2 cents per copy. Here are 800 
smaller newspapers weighing 27 pounds and going at one-eighth of a 
cent each and 320 larger ne wspapers weighing ¢ 64 pounds and rmailable 
at about one-third of a cent each. These, too, get the equivalent of 
first-class handling. 

Mr. Murray. What zones are you taking into consideration for the 
carriage of those magazines and newspapers ? 

Mr. Ropertson. We have undertaken to average them. We have 
taken a group and averaged the advertising content, the zone, and 
the weight. It is an average package. Each magazine would. be a 

little different, but this package would be average. 

Mr. Murray. It is the general average ? 

Mr. Rosertson. That is right. 

Mr. Murray. Of advertising content and the zone? 

Mr. Ronerrson, That is right. It would not be absolutely precise, 
but it would be very close. 

Most of the same cost factors, after dispatch, which ret in first- 
class mail also exist for second class, and in second class, because of 
bulk, transportation costs are higher. 

Pub lishers’ second-class mail in 1952 represented 13.7 percent of 
the total pieces of mail handled and 20.6 percent of the total weight, yet 
it contributed only 2.3 percent of the total revenue. 

At this time we are not asking for changes in the rates for: 

Delivery of second-class mail within county of publication, includ- 
ing that which goes free and which costs the De ~partment about $13 
million a year; 

Publications of religious, educational, scientific, philanthropic, 
agricultural, labor, veterans, or fraternal nonprofit organizations; 
or religious, educational, or scientific publication designed for use in 
schools or religious instruction classes. 

Mr. Murray. Do you mean that all second-class matter, including 
magazines and newspapers, only pay 2349 percent of the entire revenue 
of the Post Office Department ? 

Mr. Be BERTSON. That is right, sir. 

Mr. Gross. Why are you not recommending a change with respect 
to delivery of second-class mail within county of publications, includ- 
ing that which goes free, and which you allege costs the Department 
$15 million a year? 

Mr. Ronerrson. We felt that that was an entirely different project. 
We feel that sooner or later these exemptions should all be reviewed 
as a separate project. It is a very involved one. We thought that it 
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would be better to handle it as a separate undertaking rather than to 
try to merge it among the considerations of this bill. 

Mr. Hacen. Is it not a fact that there is a policy of Congress on 
free in county second-class mail? There also is a policy of preferred 
low rates to second-class mail newspapers, magazines, and so forth, 
and exactly the same policy extends to the publications which are 
mailed outside the county. 

Mr. Ropertson. Yes. 

Mr. Hacen. Soit . rather a correlated subjec oe 

Mr. Cornerr. Is it not pretty hard to justify an increased rate 
where you cross the coals line 10 miles with shipments and within 
the county they might go as much as a hundred miles free? 

Mr. Roserrson. Yes. 

Mr. Gross. I am wondering why this exception was made, that 
all, for the purpose of the record. 

Mr. Murray. Because Congress made it. 

Mr. Gross. Iam aware of the law. Iam speaking now of the recom- 
mendations of the Post Office Department. 

Mr. Murray. We have had free in county for years. Congress has 
ilways held to that. 

Mr. Gupser. Let us take the original policy that Congress set down 
on second-class matter. I do not know exactly what the percentage 
was, that was dictated by that polic: y, that the mailer should bear 
of the cost of mailing, but let us assume there was a certain percent- 
ize we assumed had to be borne by the person mailing the second- 
class matter. Now, would this increase that you are advocating plus 
the last increase, the 10, 10 and 10—both of those increases ‘taken 
together—make up for the difference in increased cost? In other 
words, is the percentage balance that Congress originally set up 
thrown out’ Does it increase the percentage of the mailer? 

Mr. Rorertson. I donot think so. I do not think it corrects it. 

Mr. Gusser. If you are thinking correctly, then you are not chang- 
ing the policy that Congress set down. 

Mr. Rorertson. I think not. 

Mr. Gousser. And you are not changing the policy for the free in 
county because free is free. There is no percentage factor there and 
that is why you did not change it, because that is the policy of Con- 
gress, 

Mr. Rosertson. I think you will find that the general levels, the 
general curve, will not have changed very much if this bill should 
become effective. 

Mr. Gurser. I am making this point. I think you probably will 
agree with me that the Postal Department is not in here trying to 
change policy at all, it is merely following established policy. 

Mr. Roserrson. That is correct. 

Mr. Gross. The whole rate structure with the exception of fourth 
class is a policy of the Congress. The Post Office Department is here 
with a bill to change what has been a policy of Congress by way of 
rate-fixing. 

Mr. Moss. I am going to have to disagree with my colleague from 
California because I maintain we are changing policy. If it was the 
policy of Congress to grant free in county, if it was the policy of 
Congress to grant preference rates, then it certainly could not have 
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been the policy of Congress that the Post Office Department be self- 
sustaining from the revenues derived from the sale of the postage. 

Mr. Gupser. No one in the Post Office Department is presently try 
ing to increase postal rates to the full extent required to make the 
Department self-sustaining. 

Mr. Moss. I have heard that statement once before the committee, 
that it should be self-sustaining from revenues and again on Meet the 
Press yesterday from the Postmaster General himself that ultimately 
it should be self-sustaining, and that in my opinion would be a rever sal 
of the policy of Congress. It would be placing on one or more classes 
of mail users the entire burden of the service features of the Post 
Office Department. 

Mr. Gusser. Of course, self-sustaining is merely a question of defi- 
nition. I think it has been admitted in these hearings that no one 
ever expects the overhead cost of the post office to be borne by the mail 
users, such as depreciation and that sort of thing. 

Mr. Moss. We are not confronted with that ‘question, Mr. Gubser. 
It is not before us. 

Mr. Gupser. But you brought it in. 

Mr. Moss. I am talking of self-sustaining in the operational end of 
the business, 

The Cuainman, All right, proceed. 

Mr. Ronerrson. In general, the present rates for second-class mail 
are lower than those which prevailed in 1932. 

The present rate was computed on a base established in 1928, with 
10 percent added April 1, 1952; another 10 percent April 1, 1953; and 
a third 10 percent to become effective April 1, 1954. 

These percentage increases require a great deal of computation in 
the various post offices in the field. 

soo erey for reasons of simplification, the new rates are stated, 
not in percentages, but in straight penny amounts. The proposed 
increase is in two st ps in order to enable publishers to adjust to the 
higher rates. The detailed schedule will be found on page 4 of H. R. 
6052 

Present rates are subject to minimum postage of one-eighth of a 
cent per piece. Our proposal raises this minimum to one-half cent, 
except that the present rates will continue in effect for publishers’ 
pound-rate mailings within the county and for publications of non- 
profit organizations which are exempt from zone rates on advertising 
content. 

If I may mention, it was called to the attention of this committee 
that increasing the minimum postage from one-eighth to one-half is 
a 300 percent increase, which in effect it is. On the other hand, it is 
only a three-eighths of a cent increase and it applies, this one-eighth, 
to such piles as this, which to all practical purposes receive first-class 
handling, and applies also to these smaller ones. 

Mr. Core. That is what you call bulk mail, is it not? 

Mr. Ropertrson. They are bulk mail, yes. 

Mr. Corr. One and a half cents? 

Mr. Rosertrson. No; one-eighth of 1 cent. 

Mr. Cortz. What is the 11% cents? 

Mr. Downy. You are thinking of third class. 
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Mr. Roperrson. We are on second class at the moment. These are 
very expensive to handle. While they are delivered to the post office 
with a great deal of preparation done, still they have to be trans- 
ported, sorted, and delivered individu: lly. 

Mr. Corz. That is second class. 

Mr. Ropsertson. Yes. It makes it a very expensive operation. For 
that reason we recommended the increase from the exceedingly low rate 
of one-eighth of one cent to one-half cent. Notwithstanding the 
obvious larger percentage increase, the increase is only three-eighths 
of 1 cent each. 

Mr. Corterr. I would like to ask the gentleman at that point, regard- 
less of how small or large the increase is, has there been any consid- 
eration given to the ability of the company to pay the increased rate ? 
[ think the gentleman who was in here showed us that it would cost 
his company approximately $80,000. Apparently they have set up 
this business under a certain rate. 

Now, the change is only three-eighths of a cent. Three-eighths of 
a cent on thousands of pieces is sometimes a bankrupt item. We had 
the Postmaster General tell us, sincerely, I am sure, that he did not 
want to hurt anybody, did not want to drive anyone out of business; 
when we get into this increase in bulk rates, either in second or third 
class, the ability of these people to pay is a pretty important item. 
Going over the third for a moment, you increase one-half cent. If 
the postal bill is half a million dollars, you increase them $250,000. 
That is my worry about that. It is a very sincere worry. I never 
talked to people who used that kind of mail until the gentleman 
appeared with those various stock-paper magazines. I thought he 
made out a pretty good case for some relief there. 

Mr. Rosertrson. I think there are all degrees. I think there are 
some papers, mail like that, on which the subscription rate is very 
high and where the postage is a rather negligible feature. There are 
undoubtedly small newspapers where the post: ige is a relatively im- 
portant one. We have dealt with the problem from the standpoint 
of the Post Office Department’s cost and expense in handling, rather 
than from the mailer’s viewpoint. 

Mr. Creretia. Do we have a situation here from the standpoint 
of trying to maintain the solvency of a lot of these publishers or are 
we concerned with the question of return to the Government for 
services rendered ? 

Mr. Cornett. I would like to answer that. I for one am very much 
concerned about the solvency of any American business, as the tax- 
payers support the country and where we have over a period of years 
allowed a business to operate on certain expected charges, when we 
come along and change the cost basis of their doing “business, we 
have a very serious responsibility. Passage of this bill will put a 
number of people out of business. 

Now, the question is how many and to what extent is it justified to 
do that. I for one am a little bit cautious in a time like this when 
we are most certainly going to have something in the way of slowing 
up of business on account of conditions, the Korean truce and all the 
rest. We have kept the excess-profits tax on, we have made no move 
to cut other taxes. We come along with this; we want to be careful 
that we are not using a baseball bat on a lot of these companies. 
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My answer is that I am extremely concerned with that. 

Mr. Crere.a. I am concerned, too, but we have to get into the 
question of solvency, between you and me, for the purpose of the 
case. I think we have this serious problem to consider: We are going 
to have to look at the balance sheet and the operations to find out 
whether they can stay in business. 

Mr. Corrnetr. The Ways and Means Committee considers the first 
principle of taxation is ability to pay. I would think one of the 
first principles of postage rates is ability to pay. 

Mr. Gurser. The farm-machinery company, or whatever you call 
it, certainly has taken into consideration the increased cost of steel. 
I agree with you, Mr. Corbett, that we cannot go at this indiscrimi- 
nately and certainly do it overnight and put someone out of business 
when he did not have reasonable cause to expect it to be done. I think 
you will agree with me that sooner or r later we had better face up to 
our responsibility here and if eee en need a subsidy, most of 
them want it just like they do a farm subsidy. Would you agree to 
that? 

Mr. Correrr. I will, and I have advocated that since January 1945. 

Mr. Gross. The gentleman from California ene about the John 
Deere Implement Co., and that is getting close to home because ] 
have a big John Deere plant in my hometown. I cay say to the gen- 
Genen that certainly they add in the price of steel a in the end 
pl oduct charge it off to the farmer. I can tell the gentleman there 
are plenty of implement dealers in the State of Iowa going broke 
because the farmers cannot buy farm equipment. 

If the gventieman will yield further, Mr. Robertson, is it the pro- 
cram of the Post Office Department to balance the budget or to pros ide 
a surplus? 

Mr. Ropertson. I do not think anyone ever hoped for a surplus. 
We are trving to make it as nearly as self-sustaining as I  prechicnd le. 

Mr. Gross. On April 27, this year, the Postmaster ( ‘ral appeare d 
before the House Appropriations S ibcommittee on Tre: asury and Post 
Office, and I believe you were there that day. This is what the Post- 
master G ral said, and it 1 very brief : 

We have revised a request previously submitted to the Interstate Commerce 
Commission for increases in parcel-post rates which should increase revenues by 
approximately $160 million. If rates charged for the other three classes of mail 
had been increased since 1940 in proportion to the increase in the index of con- 
sumer prices, postal operations would be returning a substantial surplus instead 
of a deficit. 

The Postmaster General doesn’t say he advocates a surplus for the 
Department, but neither does he deny he would have gone along with 
th: : program which would have produced a surplus. Frankly, I do 
not know what to read out of this statement here. Perhaps you can 
enlighten me on it. 

Mr. Roserrson. I can only say that was simply a statement of fact— 
that if all the other three classes had gone up in proportion to the 
fourth class, it certainly would have returned a surplus. 

Mr. Gross. It would have returned a surplus to the Post Office De- 
partment, and apparently the Postmaster General would have gone 
along with that program. 

Mrs. Sr. Grorcr. It does not state that. 

Mr. Cornerr. Should we go on with this? 
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The Cuamman. Finish the statement, if you will. 

Mr. Hagen. I will agree with that, with one observation. 

The Cuarrman. All right. 

Mr. Hagen. Referring to the remarks about the John Deere Co. 
and the increasing of their costs because of the increase in the price of 
steel, yes, they do consider that, but you notice the price of steel is 
only about a 10-percent increase. It is never 40, 50, 300, or 600 percent. 
So they can absorb and handle it and plan their operations accord 
ingly. Y ou will notice the price of steel, when it has been increased, 
it is hardly ever more than 10 percent. It is always less than 20 
percent and usually around 10 percent. If I recall, the last increase 
was about $5 a ton. 

Mr. Gousser. It comes over more than 20 years, too. 

Mr. Ropnertrson. Additional revenue anticipated from this increase 
will amount to about $11 million for the first step and about $8 million 
for the second step, or a total of $19 million annually. This will sup- 
plant an increase of about $4 million scheduled to take effect on April 
1,1954. Thus, the effective increase will amount to about $15 million. 

Here are three specimens of magazines which will be affected by the 
change of rates. The first is a smaller one with little or no advertising 
content. Its present postage cost is about six-tenths cent per copy. 
Under the new rates it will be eight-tenths cent. Here is a medium 
sized magazine containing advertising. Its present postage cost is 
1.16 cents per copy. It will be increased to 1.63 cents. Here is a 
larger and heavier magazine, with a substantial amount of advertis- 
ing. Its postage is 3.80 cents and will be 5.32 cents. 

Under the new rate the publications in these two piles would be 
raised from one-eighth cent to one-half cent each, but still could be 
mailed for only one-eighth of the new first-class rate. 

Tr: ansient sec ‘ond- Cc la SS mail rates ap p ly to compl te copies of second 
class ponent mailed by the public, and to copies mailed by pub- 
lishers or newsagents to nonsubscribers. ‘These rates also apply to 
sample copies sent. ‘out by publishers in excess of 10 percent of the 
agere egate we igh t of the copies mailed to recular subscribers. 

There is a relatively small volume of this matter in the mails. 
During fiscal year 1952 about 7414 million pieces of transient sa: 
ond-class mail, weighing ap erpeim itely 32 million pounds, were has! 

dled. It accounted for about $3 I, million of revenue. 

All of those percentages are less than 1 percent of any of the factors. 

The present rate for transient second-class matter is 2 cents for the 
first 2 ounces and 1 cent for each additional 2 ounces or fraction 
thereof (with the exception that fourth-class rates apply if they are 
lower than applicable transient second-class rates). 

This, as may be apparent, is a very difficult class of mail to admin- 
ister. As an example, if you or bs should remail a newspaper after 
having removed a single sheet or cut out a clipping, the transient 
rate would not apply. 

It is recommended that this special classification of mail be discon- 
tinued, as there is no sound reason for its existence. Elimination of 
this rate classification will simplify the rate structure, reduce costs, 
and increase revenues by about $1 million a year. 

Under the proposed bill matter now taking the transient rate, if 
weighing not more than 8 ounces, would be m: ade subject to third-class 
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rates; matter weighing more than 8 ounces would be made subject to 
fourth-class rates. 

Third-class mail consists primarily of circulars, miscellaneous 
printed matter, and merchandise weighing 8 ounces or less. 

In 1952 third-class mail represented about 23 percent of the total 
pieces handled, about 6 percent of the total ite handled, and con- 
tributed 8.6 percent of the total revenue. Third-class mail which has 
time value, that is, if it loses value if delayed, receives first-class 
service. 

The present classification of third-class mail was established, and 
single-piece rates were set, in 1925. Bulk rates were placed in effect 
in 1928. Permits to mail third-class matter at bulk rates require that 
it consist of identical pieces, with a minimum quantity of 200, or a 
minimum weight of 20 pounds. 

Here are some examples: Sixty-six booklets with a maximum weight 
of 9.9 pounds which under present bulk rates go at the minimum of 
114 cents each. This a $1 package. 

Here is another $1 package consisting of 66 circulars mailed under 
the bulk rate of 114 cents each, while here are 50 circulars under the 
piece rate of 2 cents each. 

Here are 33 miscellaneous pieces of so-called odd size and shape 
which consist of miscellaneous merchandise, sampes, tubes, and other 
odd-shaped mail, requiring, because of their size and shape, a special 
type of handling and distribution. Each of these 33 pieces is mailable 
at 5 cents. 

We propose to eliminate this classification which is expensive and 
difficult to apply uniformly, and apply instead the proposed new 
third-class rates. This will result in a saving in administrative and 
operating costs, but will not materially affect the cost to the mailer. 

Our recommendations for increases in third-class mail rates do not 
affect the present exemptions from increases on material mailed by 
religious, educational, scientific, philanthropic, agricultural, labor, 
veterans, or fraternal organizations not organized for profit. 

We are recommending i in this proposal a simplified rate structure 
for third-class mail which will be less costly to administer. Our 
recommendation provides for a single rate formula for third-class 
mail on which postage is chargeable by the piece, and a single rate for- 
mula for third-class matter sent at bulk rates. The details of these 
rates will be found on page 7 of the bill. 

There has been an annual fee of $10 per calendar year for the bulk 
mailing privilege. This is discriminatory as it applies to large and 
small mailers alike without regard for volume. It is also diffic sult and 
expensive to administer. Therefore, we recommend its discontinu- 
ance. 

The rate changes recommended at this time would produce an addi- 
tional $52 million from third-class mail. 

Controlled circulation publications are generally trade publications 
circulated free or mainly free to a limited interest group. 

During fiscal year 1952 approximately 18 million pieces of control- 
led circulation publications (up to 8 ounces) were handled. Revenues 
amounted to $637,000. 

Here is a $1 example of 33 copies of such publications weighing 8 
ounces or less which are subject to a present rate of 10 cents a pound, 
with a minimum of 1 cent per piece. 
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Our recommend: ition is to increase these rates to 12 cents per pound 
with a minimum postage of 2 cents per piece, making the rate the 
same as the proposed bulk rate for third. class mail. This increase 
would produce additional revenue of approximately $125,000 a year. 

Books are a comparatively small category. Because of their bulk 
and weight, however, they are expensive to handle. 

Books can be shipped to any place in the country at a flat pound 
rate regardless of distance. T hey receive the same handling as parcel 
post, but, compared with parce post, their rate is very low. 

In 1952 approximately 60 million books were mailed. They con- 
stituted about one-eighth of 1 percent of the total pieces | handled, 
about 214 percent of the total weight, but produced only 0.72 percent 
of the total revenues. 

Postal rates on books were frozen by section 4 of Public Law 233 
of the 82d Congress. It is urged that Congress either repeal this 
section, thereby rears to the Postmaster General the right to 
reform the rates on books, or else raise the rates. Repeal of this 
section was proposed by the Postmaster General in letters dated May 5, 
1953, to the Vice President and the Spe aker of the House. 

The present rate for this classification is 8 cents for the first pound 
and 4 sents for each additional pound. 

Pending the enactment of the legislation mentioned above, we are 
recommending an increase to 10 cents for the first pound and 5 cents 
for each additional pound. This would produce approximately $31 
million in additional revenue. No change is recommended for library 
books. 

In 1952 domestic airmail letters accounted for a little over 21 
percent of the number of pieces handled, about one-third of 1 percent 
of the pounds handled, and produced about 4.7 percent of the total 
revenue. 

The present rate for airmail weighing 8 ounces or less is 6 cents 
per ounce. 

We are recommending an increase to 7 cents per ounce. This will 
maintain a consistent relationship with nonlocal letter rates and 
produce approximately $15 million in additional revenue. No change 
is recommended for air postal cards. 

It is also requested that the Postmaster General be authorized to 
issue regulations regarding the handling and disposition of postage 
due and dead letters. At the present time the fees are prescribed by 
law, as well as certain other conditions under which services are 
rendered. If discretionary authority over these matters is given the 
Postmaster General, greater efficiency and economy of operation wi i 
be achieved and service to the public will be improved. 

The additional revenues resulting from the foregoing recommen 
dations would be as follows: 

First class Pe eine 


‘i $150, 000, 000 
Publishers’ second class _...------ 


19, 000, 000 


Transient second class _..-_- lca I : 1, 000, 000 
Zata Ciaes.......2- station enaeateeaaeaitele ne tei Se ne 1 Te 52. 000. 000 
ea Oia i 8 ei a ie ty 150 le 2. 500. 000 
CS i AAD titi ipncintndn atti abilities bis ake 12 15, 000, 000 


Controlled circulation. iil lanl cetiinseiipegetliniasiaindisliba idcinatineiale email on 125, 006 


Total added revenue_______~_- 240, 625, 000 
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The increases in revenue which would be realized from these higher 
rates, together with additional revenues from recently authorized 
increases in parcel-post rates and other adjustments in rates and fees 
under the jurisdiction of the Postmaster General, amount to approxi- 
mately $440 million, This will be about 18.5 percent of the estimated 
total revenue after the rate increases. 

The classification of post offices and the salaries of postmasters and 
other employees are, in some cases, based on annual receipts. It is 
recommended that only 85 percent of the receipts of each office be taken 
into consideration in determining the class of post oflices and the 
compensation of postmasters or employees. 

If the adjustment were not made, it would result in additional com- 
pensation to postmasters and supervisors of about $10 million a year 
without any increase in the volume of their work. 

It is also recommended that the practice of allowing commissions 
of 3 cents each for the issuance of money orders by postmasters at 
fourth-class post offices be discontinued. During the fiscal year 1952 
approximately errr was paid for such commissions. This was 
about 1.6 percent of the aggregate compensation of postmasters at 
fourth-class offices oul averaged about $31 per year additional com- 
pensation to each postmaster. These commissions have been payable 
to fourth-class postmasters only. 

Since 1944, the compensation of postmasters at fourth-class offices 
has been based on the receipts of their offices. Their compensation is 
now determined on the same principle as that for those at other 
offices, and there is no justification at the present time for the addi- 
tional commissions for the issuance of money orders. 

The work and expense involved in recording, accounting for, and 
auditing money order commissions is out of proportion to the amounts 
involved. Eliminating this c¢ omplication will save money. 

Postmasters will not be injured by this elimination, since, on the 
average, they will still benefit to some extent from the increase in 
rates. An adjustment in receipts of only 15 percent is being recom- 
mended compared with additional revenue averaging 18.5 percent. 
The difference of 3.5 percent will remain in the base on which the 
compensation of postmasters is determined and on the average will 
result in additional compensation greater than the amount lost by 
the elimination of the commissions. 

Since 1944 the average salary of postmasters at fourth-class offices 
has increased 178 percent compared with an average increase in sal- 
aries of postmasters at first-, second-, and third-class offices of 101 
percent. 

I have outlined these proposed rate changes and their effect only 
briefly and we are prepared to go into more detail if you wish. 

Thank you for your considerate attention. 

Th Cuarman. Thank you, Mr. Robertson. 

The Chair called you here because a number of members wanted to 
interrogate you with respect to the matters set forth in your state- 
ment. While a good deal of your statement or a great share of it is 
repetition of the things we have gone over, yet the members wanted 
to have a chance to make further inquiry and that opportunity will 
be given in just a moment. 
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Mr. Murray. The exhibit he has shown us is the $1 packages 
of third-, second-, and first-class mail, but he has not shown the books 
yet. 

’ Mr. Ronerrson. They are down here on the table. This is a dollar 
package of books. 

The Crarman. Mrs. St. George’s proposal should be considered. 
if you will stand aside and be ready to come back, please. 

Mr. Wirnrow. What is your estimate of the loss of mail of not 
more than 1 ounce? You quoted three-fifths of a cent for each one. 

Mr. Roserrson. That was additional cost. The loss is a smaller 
figure. I think it is twenty one-hundredths of a cent each. 

Mr. Wrrurow. I do not mean per piece. I mean the estimated loss 
to the Department. 

Mr. Rosertson. I would have to compute that. 

Mr. Corserr. Mr. Chairman, this will be very brief. I have an 
exhibit here, too. I got it in the mail this morning. It has to do with 
the point I r ‘aised regarding third-class bulk. This is just an advertis 
ing card and so they “have sent it out first class at 2 cents. The Govern- 
ment pays the cost of the card. 

If you are going to raise third-class bulk to 2 cents, I think you are 
going to put ‘all of this material into first class and have all the loss 
that the bulk mailers absorb now in the several steps which they engage 
n. I thought this was the right time to bring it up. It is rath 
unimposing compared to these other exhibits, but revenuewise it will 

be serious. 

Mr. Rosertson. Except for one thing, a great many of those cir- 
culars have voluminous enclosures. 

Mr. Corserr. And a great many are like this. 

Mr. Ropertson. It is a choice of medium, I suppose. 

Mr. Corserr. My point is this: When you make the rate for third 
class on this type of mail identical with first class, why would any 
third-class user fail to avail himself of first class where he gets the 
cost of his paper as well? 

Mr. Rosertson. If he wants to mail up to 2 ounces, he uses third 
class. 

Mr. Corset. This is July 24, a Washington store. There must be 
billions of pieces of this sort of material. 

Mr. Rogertrson. He would prefer that. 

Mr. Reams. Are we going to get to question this witness later ? 

The Cuarrman. Yes. He will stand aside because members of th 
committee want to bring up a proposal. 

(Whereupon, at 11: 40 a. m., the committee proceeded into executive 
session. ) 

The Cuarman. The committee will now recess until 9: 30 tomorrow. 

(Whereupon, at 12 noon, a recess was taken until 9:30 a. m., Tues- 
day, July 28, 1953.) 
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WEDNESDAY, JULY 29, 1953 


House or REepreseNTATIvEs, 
ComMITTre ON Posr Orrice AND Civit SERVICE, 
cate D.C. 

The committee met, pursuant to recess, at 9:50 a. m., in room 213, 
House Office Building, Hon. Edward H. Rees (elijditndad) presiding. 

The Cuarrman. The committee will be in order. 

The committee has requested Mr. Robertson to return this morn- 
ing so that members could have an opportunity to ask any further 
questions, 

We have again Mr. Robertson, Assistant Postmaster General, and 
his associates, who are ready to answer questions. 

Mr. Rhodes says he has a question. 


STATEMENTS OF ALBERT J. ROBERTSON, ASSISTANT POSTMASTER 
GENERAL; MAURICE H. STANS, EXECUTIVE PARTNER, ALEX- 
ANDER GRANT & CO.; AND EDMUND J. WALSH, ASSISTANT 
CONTROLLER 


Mr. Ruopes. Mr. Robertson, one thing I had in mind was in refer- 
ence to the second-class where 800 pieces are delivered for $1. 

Mr. Rosertson. Yes, sir. 

Mr. Ruopes. What sort of mail is in this? 

Mr. Roznertrson. They are called business publications. They are 
market reports, newsletters. 

Mr. Ruopes. Is there any reason why they could not be put into 
another class? 

Mr. Roserrson. I inquired about that and found that along about 
1924 there was a broad definition given of newspapers which allowed 

ublications of that sort to get newspaper classification and it has 
Been that way ever since. It could be changed, but it would require 
very careful discrimination to sort them out. 

Mr. Ruopes. I want to say this in closing; my past record will show 
that I did not oppose postal rate increases. But I didn’t like the way 
this bill was pushed and don’t favor the first-class increase. 

I previously expressed concern to the Postmaster General over the 
ime in consideration of postal pay legislation. 

I intended, therefore, to introduce an amendment to this rate bill to 
include a salary increase for postal employees. 

Now that the bill will not be voted out this year, I expect to present 
an amendment next January calling for an annual increase of at least 
$400. That amount seems to be a reasonable compromise. 

The Cuarrman. Thank you, Mr. Rhodes. 

86316—53—vol. 2——-33 64 
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Mr. Dowdy. 

Mr. Dowpy. I did not expect this this morning, so I have not framed 
my questions that I wanted to ask. I cannot ask my questions in 15 
minutes. Perhaps some of the other committee members would like to 
ask some questions. 

The Cuarman. All right, Mr. Moss, do you have some questions ? 

Mr. Moss. Yes 

Mr. Robertson, can you give us the breakdown on the details of this 
$80 million error w won h we have heard discussed ¢ 

Mr. Rozerrson. I think Mr. Stans had better answer that. 

The CHatrman. Mr. Stans. 

Mr. Stans. That isa very honest and simple mistake that was made 
almost 2 yearsago. As you know, the budgets have to be prepared a 
couple of years in advance. Part of it is due to the fact that some 
of the trends of increases in volume did not quite hold up. Part of it 
is due to the fact that the volume of parcel post is conside srably less 
than expected since the weight and size limitations are on, and part 
of it is due toa simp le error of carrying over a figure from 1 year to 
another that should not have been carried over. 

Mr. Moss. Can you supply us with the specific details of that error 
of $80 million? 

Mr. Srans. As to which classes of mail are affected? Yes, I 
I will do that. 

(The information requested is as follows :) 


ANALYSIS OF DECREASE IN ESTIMATED PosTAL REVENUES FoR 1954 


Fourth-class mail, decrease . —$51, 000, 000 
The decrease in volume due to Public Law 199, effective 
Jan. 1, 1952, was greater than expected. The original estimate 
was based on collective judgment of postal officials, 
mail, decrease . . - a —39, 000, 000 
Original estimate was for 15-percent increase in air-letter 
mail and air-parcel post based on previous year’s experience 
of 27 percent. Present estimate is 7 percent based on later 
experience. 
First-class mail, increase 2 _ +31, 000, 000 
Third-class mail, decrease = _ —11, 000, 000 
This net increase of $20,000,000 between first class and 
third-class is due to a shift of postal card business to first- 
class letter mail resulting from increase in card rate from 1 
cent to 2 cents on Jan. 1, 1952. Original estimate anticipated 
that more of this shift would be to third class. 
Special delivery and money orders, decrease J -.. —10, 000, 000 
These items decreased in volume during 1953. They were 
originally expected to increase, based on 1952 experience. 


Total ees a _ —80, 000, 000 


Mr. Moss. Now, we have had a discussion of this $152 million 
saving. As I understand, that now is reduced by the amount of the 
S80 million error; is that correct ? 

Mr. Srans. At least the $80 million is a partial offset to it, unfor- 
tunately. 

Mr. Moss. When you discussed the saving there, actually, what 
you are discussing is a figure less than the figure requested of Congress 
n the original Trum: n budget ? 

Mr. Srans. In the original presentation by Mr. Donaldson. 





POSTAL-RATE REVISION 649 


Mr. Moss. It is referred to here, I believe, as the Truman budget. 

Mr. Stans. I am not quite sure that is right. The Donaldson 
budget, as originally proposed, was reduced by $78 million and then 
became the Truman budget. 

Mr. Moss. Then that $152 million was a request from the Depart- 
ment ¢ 

Mr. Srans. ‘Chat is right. 

Mr. Moss. Of the Bureau of the Budget and not approved by the 
previous administration ? 

Mr. Srans. That is right. 

Mr. Moss. So, actually, it becomes $80 million rather than $152 
million below the Truman budget ? 

Mr. Stans. That is right. 

Mr. Moss. Isn’t it customary in Government for all departments 
in requesting the Bureau of the Budget’s approval of their figures 
to request more than is allowed by the Bureau of the Budget? T have 
never known an instance where that is not the case. So that when we 
refer to a $152 million saving, we are actually being most misleading 
because that actually under the Truman budget becomes an $80 mil- 
lion reduction rather than $152 million, and it is substantially in 
excess © ae figures for the operation of the postal service in the last 
fiscal ye% 

Mr. Seake. It is pretty hard for any of us who are new there to 
know what was in Mr. Donaldson’s mind, but he is reported as having 
said there was no fat or potential savings in his figure. 

Mr. Moss. But he was not sustained by the Bureau of the Budget. 

Mr. Srans. That is right. 

Mr. Moss. Under the previous administration. 

Mr. Srans. You are right, sir. 

Mr. Gusser. When the gentleman from California speaks of 
being customary for executive agencies to request more money than 
they expect to get, I would like to point out that there has not been 
much opportunity in the 20 years for a Republican Postmaster Gen- 
eral to contribute to custom. 

Mr. Moss. I would say, Mr. Gubser, that is customary in Cali- 
fornia. It has been a Democratic custom for 20 years. 

Mr. Gupser. We also have in our State government, as you well 
know from the experience you have had with the legislative auditor, 
ample evidence that the State departments also request more than is 
finally approved by the Department of Finance. 

The Cuarmrman. We hope our Federal Government will not follow 
California in this respect. 

Mr. Core. For the record, along those same lines is it not a fact 
that our present Postmaster General, Arthur Summerfield, reduced 
the amount recommended by the budget by some $74 million? I may 
not ote the figure correct. 

Mr. Srans. $72 million. 

Mr. C oie. So you see it is not customary in the present administra- 
tion to ask more than the budget will pass. 

Mr. Moss. I want toc learly get on the record the fact that this $152 
million saving is in fact not a saving because the budget, which is the 
official request of the President to the Congress, was not at that level. 
The next question to Mr. Robertson, I assume, is the policy which 
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will be followed or which may be proposed to be followed in consid- 
ering salary revisions in the postal service. 

Mr. Rozerrson. I do not know anything about that. 

Mr. Moss. You do no” know anything at all about that ? 

Mr. Rozerrson. No, sir. 

Mr. Moss. All right, thank you. That is all, Mr. Chairman. 

Mr. Dowpy. Mr. Chairman, my questions are going to be directed 
to details about rates which will help me. It may help some of the 
other members of the committee in deciding on the bill. Because of 
all fiscal changes made in existing law on this bill, you can see why 
I could not go into detail on this bill at this time. 

The Cuarmman. Maybe we can go over here. There are one or two 
questions. Did you have any questions, Mr. Reams / 

Mr. Reams. No. 

The Cuatmrman. Then Mr. Cole. 

Mr. Core. I would like to ask Mr. Robertson, on that bulk mail, 
not the high stack but the dollars worth of bulk mail, do you have 
any figures to estimate or to arrive at the amount of first-class mail 
that the distribution of bulk mail brings in? 

Mr. Rogertrson. I do not. 

Mr. Walsh, do we have any figures? 

Mr. Wausu. No. 

Mr. Core. Bulk mail invariably is advertising matter, is it not? 

Mr. Roperrson. Yes. 

Mr. Corr. It is sent to mailing lists or box holders or to occupants 
of addresses, sometimes it is not addressed to the occupant but styled 
occupant at such and such an address or to patron on a rural route 
or to a box holder of the rural post office. That is correct, is it not? 

Mr. Roserrson. That is correct. 

Mr. Core. The only purpose of that is to advertise that which the 
company is trying to sell? 

Mr. Roperrson. Yes. 

Mr. Coir. Now, there is considerable first-class mail that r esults 
from that distribution; otherwise they would not use them, is that 
not true? 

Mr. Rosertrson. That is right. 

Mr. Corr. I am told in 1947, maybe 1948, we had under considera- 
tion a postal rate increase bill and the testimony before our commit- 
tee at that time was that the bulk mail more than paid for itself due 
to the first-class mail that it brought in. Now, could you voice an 
opinion on that? 

Mr. Rorerrson. No; but I think it would be a very interesting 
study. I think during the summer we will do some work on that. 
I think the place to go is to large bulk mailers. 

Mr. Cote. The reason I ask that is this: Now, you increase the rate 
on bulk mail and what happens? The companies that send out the 
bulk mail just reduce the amount that they send out so that the rev- 
enve is less and the opportunity for first-class mail to respond is less 
and therefore the Department loses in the long run. 

Mrs. St. Grorce. Would you yield there, Mr. Cole? 

Mr. Core. Yes. 

Mrs. St. Grorce. Do you not think, however, it is very questionable 
as to how much first-class mail is engendered? A lot of this advertis- 
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ing is advertising from nearby points ; at least in my locality, we get a 
lot of advertising from New York City. But pe ople really do not write 
into New York City, they go into New York City, they buy things in 
New York City. They have a sale advertised in a big store, that means 
those people go in and buy. They do not do that by mail. Some of 
them do; I do not mean to say that no one does. But to take it for 
granted that all this bulk mail is going to engender first-class mail, I 
think would be a terrific fallacy because I do not think it is true of a 
great many cities. 

Mr. Coxe. I think the illustration you gave is applicable only to the 
aia les surrounding the metropolitan areas. 

a Sr. Grorer. It is not only that, you take people who write in 
for big, va things in the rural areas, those things are sent mostly 
by freight. 

Mr. Corr. I have in mind a certain company, whose main offices 
are not in my district, but the mailing office is in my district. Now, 
that is all done by mail. The bulk mail is sent out from my district, 
from the little town of Albany, Mo., and I believe that it is the prac- 
tice of that company to include one of these business reply envelopes 
and that brings in a penny more, does it not, than the regular first- 
class mail? 

Mr. Roperrson. Yes, sir. 

Mr. Core. I know a lot of concerns that do the same thing. 

Mrs. Sr. Georcr. I question whether it brings in as much as all that. 

Mr. Downy. Will the gentleman yield? 

Mr. Coz. Certainly. 

Mr. Dowpy. Mr. Cole, I have gathered from the testimony we have 
had here that bulk mailings get a response of around 3 percent. ‘That 
is what I have gathered from the testimony of these huge mailers that 
have testified before us here. There have been enough of them that 
have had experience, it is probably pretty general. 

Mr. Cotz. Three percent of 4 or 5 million sent out is a considerable 
amount. 

Mr. Dowpy. Whether it is a considerable amount or not, that seems 
to be the experience. I concede it would be a large volume of mail, 
of the millions or perhaps billions of pieces sent out. 

The CuarrMan. Mr. Hagen. 

Mr. Hacen. I want to develop a few points quite rapidly, Mr. 
Robertson. 

On page 3 of your testimony and in the first paragraph you men- 
tion four factors which are taken into account in computing postage 
on second-class mail, one of which is distance carried. I think Mr. 
Cole or somebody mentioned in this hearing—and I know it was men- 
tioned in previous hearings, that is, in previous years—to the effect 
that some small dailies and some weeklies would tr: ansport their news- 
paper from one town to another and then put it in the mails. You 
are aware of that practice in some sections of the country. Are they 
given a discount then because of the fact that they carry their news- 
papers for 20 miles or 30 miles, more or less, and put it in the post 
office ¢ 

Mr. Rosertson. I do not think they would get any benefit from 
that. When I say the distance traveled, I have in mind the zone rates. 

Mr. Hacen. In these cases the publisher bears the expense of han- 
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dling it and transporting it from a postal entry point to a point closet 
to its ultimate destination. 

Mr. Roperrson. As a time saver, probably. 

Mr. Hagen. On page 3, in the middle of the page, you say that these 
business publications get the same service as first-class mail. When 
you say business publications, are you referring to second class or 
third class? 

Mr. Rosertson. Second class, 

Mr. Hagen. However, they are not always given the same service, 
ure they? 

Mr. Rost RTSON [f they are granted newspaper handling, then after 
they reach the post office they are entitled to the equivalent of first 
class h aaa: 

Mr. Hagen. But if they are not given newspaper handling designa 
tion, then they may be laid aside a day or so? 

Mr. Roperrson. That is right. 

Mr. Hagen. On the bottom of page 4 of your statement you indicate 
that the present second-class mail rates are lower than those which 
prevailed in 1932. Are they also lower than the rates which prevailed 
in 1930 and 1934 or is there just a little period there where the second 
class rates went up for 2 years? 

Ir. Wausn. T] y are not lower that they were in 1930 or 1934. 
The rates were reduced in 1928, increased in 1932, and reduced again in 
1934. They are 'ower than they were in 1925 and for several years be 
fore that, sir. 

. Hacen. At that point I might mention, however, that the cost 
of — index from 1913 up to now is 164, whereas, the proposed 
iss rate increase from the same period, and for the same 


second 


+! 
period, if granted in this bill, will be 240, so your proposed increase of 
lass mail is far in excess of ip sagen se. increase for the 


secon d-¢ 
same period beginning from 1913 up to this time. 

Mr. Wausu. The rate structure on second-class mail was changed 

ce 1915 I would not say that the rate now is comparable to what it 
was at that time, sir. 

Mr. Hacen. But the net cost to the publisher under your proposed 
ill here, « ompary “l from 1913 up to the present time with the proposed 
increases in this bill would be 240, whereas. the cost of living index 
from 1913 up to this present date is 164. That evidence was presented 
here and was based on Bureau of Labor Statistics Consumer Price 
Index. 

Continuing then on page 4, you indicate that you are not asking for 
changes in rates for publications of religious, educational, scientific, 
and so forth, nature in the second class. As I understand it, there 
are about 4,500 publications of the class and kind which get a pre- 
ferred low rate in second-class mailing. This number of publications 
may be larger by this time. Do you have any figures as to the cost of 
this preference, what they save compared to the rate given to the 
other second-class publications ? 

Mr. Srans. We will insert the answer in the record. It is in the 
record already, but we will put it in at this point. 

(The information follows :) 


The rate differential for second-class publications of nonprofit organizations 
exempt from zone rates on advertising content was $560,000 in the fiscal year 1952. 
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Mr. Hacen. The reason I would like to have it in now is because we 
are discussing the matter. 

Mr. Roserrson. I think that figure is nearer 6,000 than 4,501. 

Mr. Hagen. In the case of third-class mail, we have quite a number 
of third-class mailers who are given a preferred low rate such as the 
Red Cross, tuberculosis groups, charity organizations, and the other 
groups which are exempt from the increase. Do you have any record 
of the number of those mailers of third class which do have this pre- 
ferred rate which I think is desirable ? 

Mr. Rosertson. I think it is about 40,000. 

Mr. Watsu. It is about 40,000. 

Mr. Hacen. Do you have the figures or have they been put in the 
record already to show the amount of money or cost of this preferred 
low rate because of this exemption in the case of third-class mailings? 

Mr. Srans. In the case of second class, the figure is $560,000. The 
rate differential amounts to about $3,500,000 on third class, 

Mr. Hacen. In the case of third class. 

Mr. Srans. $560,000 on second class and $3,500,000 on third class. 

Mr. Hacen. ow on page 5 you indicate the rates now are one 
eighth of a cent per pie ce as a Minimum, and you raise it to one-half 
cent as proposed in this bill. ‘That is actually an increase of 300 pr 
cent. As I recall it, in the discussion we had before, this is far in exc 
of the 42 percent average rate increase proposed by the Postmaste 


General. Were the proposed increases he suggested in this bill 


average of 42 percent increase ¢ 

Mr. Ropertson. In dollars, yes. 

Mr. Hacen. But it might be pointed out that this particular increas¢ 
for some publications would be 300 percent, 

Mr. Roperrson. Yes. 

Mr. Hagen. You do not have any figures as to how many public 
tio1 S would be afte ‘ted by this increase from one eighth to one half 
cent minimum 4 

Mr. ROBERTSON. No. we do not. 

Mr. Hagen. You are aware of the testimony, I think, before this 
committee because you have been very conscientious in attending this 
hearing. I reeall in the case of the Magazine Menagement of New 
York their increase was around 300 percent and in the case of 
Chicago Daily Drovers Journal their increases varied from 213 per- 
cent to as high as 299 percent on their publications because they would 
be increased from the one-eighth- to the one-half-cent charge. 

Mr. Rosertrson. I think the number affected would be relatively 
small. 

Mr. Hagen. Even though it would be only 15, 20, or 100, or more, 
it certainly is an impact on business to have that ont of increase. 
I do hope it will be considered some time later that this increase 
be modified to a more reasonable increase, say, from one-eighth to 
one-quarter, which would be a 50 percent increase, would it not ? 

Mr. Rosertson. One hundred. 

Mr. Hagen. Even then you could hardly make a changeover from 
one-eighth to less than one-fourth; you could not cut it down to one- 
sixteenth. 

Mr. Rosertson. That is why the increase to one-half cent did not 
seem large to us. 
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Mr. Hacen. But an increase from one-eighth to even one-quarter 
would be a large increase. 

Then, to continue, on page 7, in the case of third-class mail at the 
bottom of the page in your last sentence, you are mentioning odd- 
size mailings. You indicate each of these 33 pieces are mailable at 
3cents. These are not mailed in bulk; are they? 

Mr. Roserrson. No. 

Mr. Hacen. You presently do not have the authority to prevent 
mailings of odd-size third-class mailing pieces, do yout You have 
to be given that authority by Congress. In other words, there has 
been some discussion over the years that this handling of odd-size 
pieces, you know, triangular shapes and different styles and shapes 
of mailings, would increase costs because they could not be bundled 
properly. They had to be handled separately. Some could not even 
go properly in pouches or bags. It occurs to me if you do not have 
that authority—I presume you are asking for it in this bill now—but 
don’t you think a large saving could be made if the pieces of mailing 
could be more uniform in size and shape? 

Mr. Rosertrson. That gets us back to the rendering of service to 
the mailing public. 

Mr. Hagen. I realize that. 

Mr. Ropertson. We are constantly confronted with questions of 
size. We set what seems to be a reasonable standard for a size of 
an envelope and then somebody comes up with a perfectly good 
reason for changing it. 

Mr. Hagen. Could you not also perhaps charge a little more for 
these odd-size tubes and odd-shaped mailings so that you would 
discourage it at least and if you did still receive it in the mails they 
would pay at least the cost of the extra work that was involved in 
handling it? 

Mr. Rozertson. Yes, sir. 

Mr. Hacaen. Is that not a fair statement to make on that point? 

Mr. Watsu. That is the idea behind the present minimum rate. 

Mr. Rosertson. That is the effect of this bill. 

Mr. Wats. However, it is difficult to administer and to apply 
uniformly at post offices. 

Mr. Hacen. Now, Mr. Corbett earlier mentioned this little first-class 
postal card where the Government gives the paper free to a buyer of 
these cards in quantities. Do you not think there is some likelihood 
if the third-class rate is raised too high that many people will go into 
this type of mailing and actually your third-class mail revenue might 
be less and your third-class volume might be less? Did you have 
experience along that line? 

Mr. Watsn. You may be referring to that 1925 experience, sir, 
where the rate on private post cards was increased to 2 cents and the 
rate on Government postal cards was left at 1 cent. There was natur- 
ally a diversion from private post cards at 2 cents to the 1-cent rate for 
the Government postal cards. 

Mr. Rosertson. I think the answer to Mr. Corbett’s question is in 
what the mailer wants. Ifasingle post card will serve his purpose, he 
will use it. If, on the other hand, he wants to stuff an envelope full 
of advertising material, return cards, and other blanks, he will use 
third class. 
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Mr. Hacen. In the case of third class, and I think it has been in the 
record in previous testimony, we must realize that a third-class mailer 
handles a lot of steps, as was outlined pretty well by one of the wit- 
nesses, that are otherwise done by the Post Office Department for other 
mailers. Of course, if they then would go into first class, they would 
not handle all these steps that they now do take care of, such as the 
pickup, the hauling, depositing, facing, sorting, canceling, tying, and 
sacking. All that is done by third- class mail users now. So that 
might “be something to think about. Because if they then go into 
first class, they would not have to do any of those things at all except 
to some degree for their own reasons to expedite the mailing. 

I just w anted to bri ing that point out. 

Now, that completes my wishes on the second class. I would like 
to have a little discussion on the cost ascertainment, if I may do so at 
this time. 

Mr. Reams. Will the gentleman yield and let me ask a question that 
fits in just at this point? 

Mr. Hacen. Yes; I will be glad to. 

Mr. Reams. You referred to the various kinds of envelopes. I 
noticed when we were visiting the post offices that these small en 
velopes—l believe they are referred to as informals or something of 
that kind—that are used a great deal in the mail and odd-size envelopes 
cause a tremendous amount of difficulty, both in the so-called auto- 
matic machines and in the facing and in every way. Have you com 
puted or could you compute the saving of man-hours in the post office 
if standard sizes of envelopes were required ? 

Mr. Wausu. We have not made any studies of that. 

Mr. Reams. In 1926 or 1927 when Mr. Hoover was Secretary of 
Commerce, he » endeavored to get standard-sized envelopes used for 
the mail ng. I do not know whether he was working through the 
Po t "Offic Department or the envelope manufacturers at that time, 
but there was a great deal of work done on that. It seems now we 
have gone to the other extreme. It would seem in the past few year 
the variety of envelopes in the mail has gre atly increased. Is there 
any estimate of the difficulty or the saving that could be caused if 
something could be done about that ? 

Mr. Roserrson. I am sure there is no estimate, but I quite agree 
with you about the odd sizes. The growth of the greeting card in- 
dustry produced a great deal of that variation in size. 

Mr. Reams. I am not prepared with facts to make any proposal on 

but I would like some consideration to be given to that in the 
ae because it seems to me that a greeting card is just as 
acceptable and will cheer the recipient just as much if it is a sen ird 
size, and it will not cause so much trouble to the Post Office Depart- 
ment. An invitation ought to be just as much appreciated and ac- 
cepted as readily if it were not one of those little 214-size envelopes 
which cause so much trouble in mailing. We are fortunate to have 
two ladies on this committee; they may disagree with me on that 
point, but in watching the clerks at the cases and at the facing tables 
and at the automatic machines, the thing that was causing the ‘trouble 
was the irregular-size envelopes. 

Mr. Ropnertson. We will give some thought to this this summer, 
Mr. Reams, and try to have something for you. 
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Mr. Reams. When you get down to the little informals, I think 
vou might consult with the ladies on the committee on that. I may be 
counted out of order on that. 

Mr. Rorerrson. We do have a minimum size. I forget what it is 

Mr. Reams. It is pretty small. 

Mr. Hagen. On page 7 of your statement, the cost-ascertainment 
statement, the statistical data is deve loped from a sample pattern at 
the post office. Do you use the same post office every year that you 
go into the cost-ascertainment analysis and getting the basic facts 
and information ¢ 

Mr. Stans. They are changed to some extent. 

Mr. Hacen. You find that some post offices are much more efficient 
than others, do you not, and the per-unit cost would vary in the case 
of one post office compared to another one ? 

Mr. Stans. I think that is unquestionably true. The objective is 
to get a big enough sample so that that is balanced out. 

Mr. Hacen. That is especially true in the larger post offices in the 
country, the variance in costs. 

On page 12 of your testimony you mention clerks spending so many 
hours per week, 40 hours a week, selling post-office savings certificates, 
Government bonds, and so forth. I presume their salaries do not go 
into the cost sheet and records from which you developed the cost- 
ascertainment figures for second-class mail. 

Mr. Stans. You are right, sir, it does not. 

Mr. Hacen. On page 16, near the bottom of the page, you mention 
the custodial service, heat, supplies, and so on. In computing the cost, 
are those costs of the services, heat, supplies, and other things for 
the other Federal offices in that building identified and designated 
and deducted from the cost prior to any determination of the cost 
of first-, second-, and third-class mail ? 

Mr. Srans. Yes, sir; they are. 

Mr. Hagen. I have a number of other questions, but I think we 
can ask them in executive session, if you come back at the time of the 
executive session. They are questions for information and discus- 
sion. However, I do want to mention that on page 25 at the top of the 
page appears a reference that there are certain intangibles that you 
say do not discredit the system, your system of fixing post: il rates, but 
you do admit then of course that there is a matter of judgment and 
there is a matter of intangibles. There is a matter of deferred service 
that might, if you wish, be a part of the whole program. 

Mr. Srans. It is my opinion that that is the responsibility of this 
committee to measure and determine and make allowance for it and 
not an accounting matter 

Mr. Hagen. You do make these studies 4 times a year, 1 week in a 
quarter, is that right? 

It occurred perhaps it might be a week that would be licht and some 
months later it would be a heavy week. Do you make this study dur- 
ing the same week in every quarter? 

Mr. Stans. No, sir; in one quarter it is the first week i in the month, 
in another quarter it is the second, and in the third quarter it is an- 
other week, and so on, so that is all balanced out. 

Mr. Hacen. So in the long run it is all balanced out ? 

Mr. Srans. That is the objective. 
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Mr. Hagen. Whiy is it, in the case of rural free delivery, first-class 
mail is charged less than second-class mai! on the cost ascertainment 
program ¢ 

Mr. Srans. That is quite explainable, I think, Mr. Hagen. 

Mr. Hagen. Would you mind giving us a little paragraph or two 
on it and inserting it in the record at this point ¢ 

Mr. Srans. Yes. 

(The information follows :) 


The volume and weight of second-class mail actually handled on rural routes 
is relatively large. This is primarily because (1) much larger quantities of daily 
and weekly newspapers are delivered on rural routes than are distributed in the 
mails to urban areas, and (2) very little first-class mail addressed to commercial 
and industrial firms is delivered on rural routes compared with large volumes of 
such mail delivered in urban areas. 

Twenty-five percent of the number of pieces of mail handled on rural routes 
during the fiscal year 1952 were second class and 39 percent were first class. In 
contrast, only 13 percent of the pieces delivered on city delivery routes are sec- 
ond class and 53 pereent are first class. 

It is estimated that the number of pounds of second-class mail delivered by 
rural carriers is about 644 times the weight of first-class mail delivered. 

rhe number of pieces of each class of mail are weighted in order to reflect the 
relative use of time and effort by rural carriers in delivering or collecting mail of 
each class. The weightings reflect the combined judgment of experienced rural 
earriers at 165 offices as to the time and effort required to perform the various 
tasks related to handling each class of mail or service compared with the han- 
dling for delivery of a representative piece of first-class mail. This produces a 


{ 


charge against second-class mail slightly higher than first-class. 


Mr. Hagen. I think that concludes my questioning at this time, 
Mr. Chairman. 


Thank you, gentlemen. You are going to come back in executive 


session, anyway, the first part of next year. I would like to file 
for the record a couple of statements, if I may. I will identify 
them so they will go in the record. 

One letter is from Arthur S. Adams, president of the American 
Council on Education, 1785 Massachusetts Avenue, Washington 6, 
D. C., a letter to me, dated July 24, in connection with this bill. 

(The letter follows :) 


AMERICAN COUNCIL ON EDUCATION, 
Washington 6, D. C., July 24, 1953. | 
Hon. Harotp C. Hagen, 
House of Representatives, 
Washington 25, D. C. 

My Dear REPRESENTATIVE HAGEN: The committee on relationships of higher 
education to the Federal Government of the American Council on Education, 
at its meeting on July 10, expressed deep concern at the new movement to 
increase postal rates. There has been no opportunity for us to compile specific 
data on the effects of the proposed increases on our schools and colleges, 
although a survey in 1951 regarding book rates alone showed that the new 
rates then proposed would have increased the operating expenses of colleges 
and universities by approximately $1,750,000 a year. 

We feel, however, that the basic issue is much broader than the possible 
effects on educational institutions. The postal service is itself perhaps the 
greatest agency we have for mass education. The flow of information to the 
American people and the interchange of information among them are affected 
directly and immediately by the cost of sending letters, newspapers, magazines, 
books, and audio-visual materials through the mails. In our judgment, en- 
lightened public opinion is particularly valuable in periods of tension like the 
present. 

There is a close analogy here between the Post Office Department and a 
publie school. It is highly desirable that both should be operated with the 
greatest possible business efficiency, and that they should avoid deficits on the 
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books. Nevertheless, both, as educational institutions established to promote 
the welfare of the public, deserve and have traditionally received, financial sub- 
sidies from the taxpayers. Placing the total cost of postal service on the users 
will inevitably have the same effect as would a movement to make the parents 
of pupils pay the total cost of the schools—educational advantages will remain 
available only to those with larger incomes. 

We do not believe that the Congress would knowingly follow such a course. 
We see the possibility, however, that the Congress, with inadequate time for 
thorough study of the subject before adjournment, may be led to take action 
having far-reaching and serious effects that have not been clearly foreseen. 
We urge, therefore, that no substantial changes in postal rates be approved 
until the probably impact on the educational opportunities of the American 
people has been fully explored. 

Sincerely yours, 
ArTHoR 8. ADAMS. 

Mr. Hacen. A second is a telegram, dated July 24, which I have 
received for insertion into the hearing from W. A. White of the 
Register Star Newspaper at Sandusky, Ohio. 

Mr. Murray. That has already been put in. Is that the same one 
that Judge Davis put in? 

Mr. Hacen. If it has been placed in the record already, I will with- 
draw it. 

Finally then, could I just make this further statement. In con- 
nection with the deficit of the Post Office Department, I do want to 
put in the record at this time a study that has been compiled to indi- 
cate that the postal deficit since 1915, as a percentage of the audited 
postal revenue, which may well be the best way to look at it, is about 
the same today as it has been the last 38 years on the average. In 
other words, by the economy moves already made by the Department 
and increased ‘revenues they expect, the Post Office is reducing the 
present deficit from about 30 percent to 12 percent of the audited 
postal revenue. This is just about the average for the last 38 years. 

In connection with that, I would like permission to insert a small 
chart showi1 ng the perce of audited postal revenues from 1915 
to 1949 and indicating the percentage of the deficit of the total revenues. 

The Cuarrmman. B sy 1 whom compiled # 

Mr. Hagen. It is compiled in a report that was submitted to this 
committee. Of course, it will not be in the record, I believe, or will 
it be? If it is in the record, of course I will be glad to withdraw the 
request for the chart, but I would like to have my comments inserted, 
however. 

The CuHairman. The comments, of course, are in. 

Mr. Hacen. Then finally I do want to mention a very fine state- 
ment by the Postmaster General, dated July 28, which is very en- 
couraging. He states: 


In the first 6 months of the Bisenhower administration we cut the deficit. 
The CuatmMan. Read the first of it. It says: 


It is regrettable the proposal before the House Post Office and Civil Service 
Committee for postal increase of $200 million annually will not reach the floor of 
Congress this session. 

Mr. Hagen. That is fine,sir. May I continue? 

I would like to have the whole thing in the record. I make the 
request that it be placed in the record at this point. 

The Cuarrman. Without objection. 
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(The statement follows: ) 
A STATEMENT BY POSTMASTER GENERAL ARTHUR E. SUMMERFIEUD 


“It is regrettable that the proposals before the House Post Office and Civil 
Service Committee for postal rate increases of $240 million annually will not 
reach the floor of Congress at this session. 

“In the first 6 months of the Eisenhower administration we have been able to 
cut the Post Office Department deficit more than half from an estimated $746 mil- 
lion to about $315 million. This reduction is due to efficiencies we have made 
and are introducing into the Department, together with rate increases under our 
jurisdiction. 


“The remaining Post Office Department deficit of approximately $315 millions 
represents a loss of more than a million dollars every working day to the tax- 
payers of this country. We are confident that when Congress reconvenes we can 
then have quick action on postal rate increases so that the Post Office Depart- 
ment may contribute its share to balancing the Federal budget.” 

Mr. Hacen. In brief, it indicates a reduction of the deficit down 
to $315 million annually and now the deficit is around a million 
dollarsa day. I do not know if that is a working day. 

The CHarrMan. It is a day, anyhow. 

Mr. Hagen. It is a lot less than $2 million deficit. It was last Sun- 
day. 

Mr. Stans. May I say that the $80 million loss in revenue is not 
included in the $315 million figure that is mentioned there, nor is 
it included in the chart that you just referred to. That is another 
factor. 

Mr. Hagen. Thank you very much. 

Mr. Lesrnsxr. Most of the witnesses who have testified before have 
complained about the cost-ascertainment testimony of the Post Office 
Department. Would it be possible to break down or make up a brief 
of the cost-ascertainment system so as to once and for all spike the 
arguments against it? Weare put inarather peculiar position. Here 
we are trying to protect the Post Office Department. At the same 
time they come around and tell us we are all wrong about it. Is 
there some way of giving out the exact information on it, to show 
exactly how the costs are pinpointed and so forth ? 

Mr. Stans. I am very much disappointed. I thought I had tried to 
do that. 

Mr. LestnskI. I appreciate it, you have done a beautiful job. Do 
not misunderstand me. Practically everyone who has testified has 
said that in the cost-ascertainment system the first-class mail is not 
charged for its full load and the second and third class bear the full 
load, and so forth, that the cost is not distributed properly among the 
classes of mail. 

Mr. Stans. I have a 55-page mimeographed document that de- 
scribes in the fullest detail every step that is taken in cost ascertain- 
ment. I will be happy to give every member of the committee a copy 
of that. 

The Cuarrman, I think that would be a fair way to handle it. 

Mr. Stans. I would like to say this: I did not hear all the testimony 
at the hearings, but I did hear 3 or 4 witnesses repeat an argument 
that has been advanced a number of times in other years, that the 
post office does not give credit for work done by the mailers on 
second-class and third-class mail. Now, in my statement I said very 
positively that the post office does not include any cost for work done 
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by the mailers, and that is still the fact. My only feeling can, be 
that the people who said that repeated what they said last time and 
did not consider my statement in the record, since it certainly is 
true that the Department only includes in its costs the dollars it 
spends. If the mailer does some work, that is not part of the postal 


cost. 

Mr. Lestnsk1. Thank you, Mr. Stans. 

Now, I would like to ask consent at this time, Mr. Chairman, to 
include in the record a statement of mine which I have prepared. It 
is regarding a discussion we had previously on the corner card. 

The Cuarrman. Without objection, the statement will be inserted 
in the record at this point. 

(The statement follows:) 

Mr. Chairman, for the record, and so that the members of the committee are 
fully informed in regard to the discussion that had taken place previously during 
the hearings concerning corner cards or return addresses that the Post Office 
Department supplies for users of printed envelopes, I would like to bring out 
the following information. 

One impression I would like to make first is, that the Government does not 
print these envelopes. The job is contracted out to a private company in Dayton, 
Ohio. From here on I shall give the history and other information pertaining 
to the previous discussion. 

The return addresses on envelopes was established in 1874 by the Post Office 
Department. This was done for two definite reasons. First, to expedite return 
ing mail from the dead-letter box. Secondly, to give mail users a service that 
was not available at that time throughout the country. 

In 1892 Congress repealed this law and had so many complaints that in 6 
months, in early 1893, it renewed it. In 1909 the Senate acted on a similar bill. 
There were 71,000 protests mailed in before House action, and due to the pro- 
tests the House never reported out a bill. Since then, numerous attempts have 
been made to repeal this law and it has been common practice to introduce bills 
every session of Congress for its repeal. 

True, things have changed in this country since 1874. All of us recognize 
that. The need, it may be said, for the Post Office Department to sell printed 
envelopes, has expired. These figures will show whether or not there is a need: 
There are 41,009 post offices throughout the country and 5,000 substations. Ac- 
cording to the Bureau of Census in 1950 there were 29,427 printing establish- 
ments. Now, we know that most of them are in large communities. According 
to the last census two-thirds of the people lived in urban areas. So we see that 
there would be many communities without this service and no printing estab- 
lishments available. 

The argument arises in that the Post Office undersells local printers. This 
in part is not true. Attached is an advertisement from New York City where a 
printer sells envelopes printed at $3.28 per thousand, while the Post Office sells 
the same or similar envelopes at $4.24. A No. 5 plain commercial envelope may 
be purchased in lots of 5,000 at $2.55 per thousand. These prices per thousand are 
reduced when purchases are made in greater quantities, 


SpEcIAL OFFER 


1,000 featherweight thermographed business cards w. beautiful card holder— 
inc]. del. anywhere in U. 8. A.—$3.75, black ink only. Check must accompany 
Order. 

5.000 envelopes, sub. 24 white 35% x 64% (6%) printed with name and address— 
$3.28 per M, f. 0. b. N. Y. C., in lots of 5 M only. 

Prices on larger quantities on request. 

Direct at low, low prices! 

Envelopes—Any Size, Any Style. Samples & Prices on request. 

Let us quote you on any printing job—letterpress, offset, engraving, thermo- 
graphy—distance no barrier.—Accurate Envelope Co, Inc., 20-26 Greene St., New 
York 13, N. Y. 
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Below are the figures in dollars in 1952 as to purchases and sales of printed 
envelopes to the Post Office Department: 


Cost to consumer (per thousand $5.47) .-.----_- sepsis indicia: Sea 
Purchase cost to Post Office Department (per thousand, $3.29)_--. 3, 309, 909 


Profit or handling charges (per thousand, $2.18) 2, 189, 461 


The Post Office Department has 53,800 purchasers of the return addressed 
envelopes. The average user purchases 1,850 envelopes. As you can plainly 
see purchases run from 500 envelopes upward to 5,000 or more. 

The above figures show that the Department did not lose any money except 
possibly during an adjustment period. This is true today. The Department 
did not have an opportunity to revise its rates and a slight loss has come about 
due to the increased price of envelopes. Mr. Robertson has assured me that this 
will be taken care of just as soon as possible. 

The reason for enactment of the present law is to keep mail from the dead- 
letter box. The Department has a hard time with incorrect addressed envelopes ; 
the time involved to find the addressee is expensive. The balance of the mail 
that has no return address is destroyed. This in many instances could be a 
definite loss to the public. 

When the Department raises the prices of envelopes in comparison to present 
costs it will take stigma off what the smalltown printers are complaining 
about. Smalitown printers cannot compete with large printers. The retention 
of the corner card will help expedite return of mail. It will also give the De- 
partment additional revenue and will also allow users without printing facilities 
to have the envelopes printed. 

I sincerely urge that the law be permitted to remain in effect as it is now. 

JOHN LESINSKI, M. C. 

The Cuarrman. I want to express the appreciation of the Chair as 
well as members of the committee for the very fine presentation you 
have made in respect to this proposed legislation, Mr. Robertson, Mr. 
Stansand Mr. Walsh. You have been very patient and you have shown 
a very fine knowledge of the problem presented. Of course, it is a 
difficult one. 

This will close the public hearings, but you will be called again 
to appear to answer questions from the members of the committee when 
the time comes for executive sessions. 

Mr. Rosertrson. Thank you, Mr. Chairman. 

The Cuarrmman. The committee will meet at 9:30 tomorrow 
morning. 

(Whereupon, at 10: 30 a. m., the hearing was closed.) 


x 





